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UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


MONDAY, OCTOBER 10, 1955 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Rio de Janeiro, Brazil. 

The subcommittee met at 9:30 a. m. in the American Embassy, Rio 
de Janeiro, Brazil, Representative Porter Hardy, Jr. (chairman of 
the subcommittee) presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor Knox. 

Also ‘present : Hon. James C. Dunn, United States Ambassador to 
Brazil; William C. Trimble, Minister Counselor; Robert P. Terrill, 
economic counselor; Charles M. Elkinton, agricultural attaché; J ohn 
M. Vebber, public affairs counselor; Irving Salert, labor attaché; 
Dr. Lamar A. Byers, medical officer ; "Harvey A. Buffalo, administra- 
tive officer; William E. Warne, Director, United States Operations 
Mission ; Robert Groves, Deputy Director, United States Operations 
Mission; and William W. Crowe, Jr., Executive Officer, United States 
Operations Mission. 

Subcommittee staff members present: Maurice J. Mountain, coun- 
sel; and Walton Woods, investigator. 

Mr. Harpy. On behalf of the subcommittee, I want to express our 
appreciation for the many kindnesses that have already been shown 
tous. I knew from past experience with Ambassadors that we would 
probably be overcome with kindness and that certainly proved to be 
the case again. I think it would be a good idea for me to mention 
briefly, the broad purpose of our trip. 

As you know, I am sure, our subcommittee is charged with the 
responsibility for examining the operations of the Government from 
the standpoint of economy and efficiency. Our particular subcom- 
mittee is charged with international operations of our Government. 
We know that in recent years our programs overseas have become 
more and more complex and the increasing complexity and a few 
political changes have brought about org: anizational changes and have 
also brought about the creation of some new agencies. I have observed 
some of the difficult problems that we have had and they must have 
presented an awful task to our Ambassadors as the representatives 
of our Government overseas. 

I know the problems of coordination must have been great. Our 
presence here is not by accident but by design. We took Brazil as 
our first stop in South America primarily because of the size of its 
operations and its relationship to this continent and ours. We have 
studied the operations of the various agencies insofar as we have been 
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able to get the information at the Washington level. There have been 
some gaps in the information that we have not been able to gather, and 
it is always desirable to supplement statistical facts with personal 
contact. That is our purpose here, and again I want to express our 
appreciation for the interest and the efforts that 1 know you and your 
staff have put into this. 

With that general statement about that purpose, if any of your 
people have any questions about our general objective I will be glad 
to try and clear them up now. 


STATEMENT OF HON. JAMES C. DUNN, UNITED STATES AMBAS- 
SADOR TO BRAZIL; ACCOMPANIED BY WILLIAM C. TRIMBLE, 
MINISTER COUNSELOR; ROBERT P. TERRILL, ECONOMIC COUN- 
SELOR; CHARLES M. ELKINTON, AGRICULTURAL ATTACHE; 
JOHN M. VEBBER, PUBLIC AFFAIRS COUNSELOR; IRVING SALERT, 
LABOR ATTACHE; DR. LAMAR A. BYERS, MEDICAL OFFICER; 
HARVEY A. BUFFALO, ADMINISTRATIVE OFFICER; WILLIAM E. 
WARNE, DIRECTOR, UNITED STATES OPERATIONS MISSION; 
ROBERT GROVES, DEPUTY DIRECTOR, UNITED STATES OPERA- 
TIONS MISSION; AND WILLIAM W. CROWE, JR., EXECUTIVE 
OFFICER, UNITED STATES OPERATIONS MISSION 


Ambassador Dunn. Mr. Chairman, we appreciate very much what 
you have said in opening up the proceedings, and I will reply that 
we are all very glad to have you and the subcommittee here because 
IT know perfectly well that while you have lots of information in 
Washington, there is nothing like coming to the field and seeing how 
it works out in practice. Brazil is certainly one of our most important 
points in the world, as far as our foreign relations are concerned, it 
being about the size of the United States with another Texas added. 

It is also the country of this continent nearest to Africa, and almost 
directly on the route from Africa to the United States and North 
America. Brazil has a political structure very similar to ours. As 
a matter of fact, they copied our constitution, due to their great 
respect for our democracy. Furthermore, the United States was the 
first country to recognize Brazilian independence in 1824; that, they 
will never forget. 

Brazil is divided into states very much the same as ours, but the 
states here have even more autonomy. They have their own legis- 
latures, elect their own governors and legislatures, and have the right 
to contract for loans, even foreign loans, on their own, which at times 
causes quite some confusion. It did, in the period just before 1930, 
when money was easy, and some of these states were able to obtain 
loans. That situation has been pretty well cleared up now by associat- 
ing all the foreign debts together, and working out a plan with the 
foreign bondholders in New York. For instance, if I wanted to make 
a Visit to one of the states in Brazil, I would have to notify the Federal 
Government which would then notify the governor of that state. The 
purpose is to make certain that the state extends the proper courtesies ; 
their protocol is almost as if you were going into a foreign country. 
However, the Federal Government has supreme control of finance, 
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customs, foreign relations and the armed forces. It works out per- 
fectly well in "effect t, although the political party system here has 
little relation to our party system in the United States. The parties 
which existed before Vargas came into power in 1930 were very badly 
disrupted during his rule, both as dictator and elected president, sO 
that for about 25 years the political parties existing at the time he 
— over rather went into disuse and disintegrated. ‘In 195 0, Vargas 

vas elected president, then, as you know, he committed suicide a year 
ago last August and the present president was elected as the vice pres- 
ident. In this last election which took place a week ago today, October 
3, the political parties have been so badly spread around that you can 
have a combination in 1 state of 3 or 4 different parties and that com- 
bination may not exist in any other state. It is almost kaleidoscopic, 
the combination of parties working together, which results in a local] 
political situation in the state or a big c ‘ity of the state which is usually 
controlled by one local group that has nothing to do with the name of 
the party. It may have the name of a n: ational party but it may have 
nothing to do with the representatives of the national party in congress 
or in the political campaign. This last political campaign was, as you 
know, contested for the presidency by 4 candidates. The vice presi- 
dency had 3 candidates. 

I have here the latest figures we had this morning. It certainly 
appears, with about 75 percent of the vote counted now, that Kubit- 
schek will be elected president. He has 2,419,000 votes; General 
Tavora is next with 2,183,000; see, that isn’t very many. Adhemar 
de Barros has 2,086,000; and Plinio Salgado 600,000. The interest- 
ing part is Salgado, who is an extreme conservative, and even has 
been discussed as being a Fascist type—all of his votes would have 
gone to General Tavora and he might have been elected president. 
It is a bit of a surprise to us, because many of us didn’t think that 
General Tavora had as good a chance as that. For vice president, 
Joao Goulart has 2,868,000 with Campos second with 2,839,000. The 
third candidate with only 1 million doesn’t figure at all. 

(Discussion off the rec ‘ord. ) 

Mr. Harpy. Mr. Ambassador, we are grateful for the presentation 
of the political picture. There are 1 or 2 questions in my mind con- 
cerning our own activities. In the light of this election, which will 
probably not be cleared up until after the inauguration of the new 
president and after he has established his new government, what of 
our programs? Won’t we have to mark time until after that is set- 
tled, or can we go ahead ? 

Ambassador Dunn. Y es, sir. Our operations here such as technical 
assistance are more or less permanent—— 

Mr. Harpy. Those that are already under contract ? 

Ambassador Dunn. Yes, sir. Our operations here such as techni- 

‘al assistance, information program, training program with the mili- 
tary services—all of those will go forward w ithout any difficulty, but I 
think perhaps you have in mind that for the future there may be some 

call on us to take some participation or do something to help the 
economic situation. Now the view we take on that is if the new 
government wishes to approach us, the United States, with any idea 
of receiving assistance, not in the form of economic aid because they 
don’t need it since there are plenty of Brazilian resources, but for 
some temporary assistance, we feel that the initiative should come 
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from the Brazilian Government. They should approach us and pre- 
sent to the United States a program of what they expect to do them- 
selves, because there are certain things they should do to strengthen 
their economy. I think you are quite right in surmising that we 
would wait until the new administration either is in power or has 
selected their principal members of the cabinet and has devised a 
program. Kubitschek has already published an economic program 
for the future. It isn’t as specific as it would have it be, but it is 
a good program and it does take care of many of the essential ele- 
ments of the economic future of the country. We will just, in this 
period now, watch the developments, appvuintments, selection of the 
men, and we will be waiting to be approached if we are going to be 
approached. We don’t feel that it 1s up to us to get into that situ- 
ation at this time. 

Mr. Harpy. You don’t feel that the new government will adversely 
affect any other programs that are already in operation ? 

Ambassador Dunn. No. 

Mr. Mraner. The Vargas group essentially is behind Kubitchek, 
is it not? It is a continuation of that political alinement that was 
supporting Vargas, I would assume, since Vargas’ vice president is 
now in office; there might not be as many changes in the executive 
branch of the government as might have been the case if a completely 
different group won this election. 

Ambassador Dunn. The present president, who was vice president, 

vas elected at the same time as Vargas, but was not a Vargas man; 
not his party. The elections for president and vice president are 
completely independent. 

Mr. Meaper. So there are likely to be changes? 

Ambassador Dunn. Oh, yes, even way down in the bureaucracies 
a great many positions will be changed. 

Mr. Meraper. From the statements made during the campaign, is 
there any reason to believe the new government will have any different 
attitude toward the United States. Will our relationships be as good, 
better or worse ? 

Ambassador Dunn. From the campaign, I would say there is no 
reference to the United States and no indication that there will be any 
change at all. We will just have to wait and see what the composition 
of the new government is to be. As far as Kubitchek, himself, is con- 
cerned, he is not considered by us to be anything but favorable to the 
United States. 

Mr. Meaper. Aside from our general policies of maintaining 
friendly relations and opposing the rise of communism, are there any 
specific United States policies with respect to Brazil ? 

Ambassador Dunn. No; the relations with Brazil are rather a 
special case. I referred to their sentimental attachment and gratitude 
for our recognizing their independence. We have always had very 
close relations with Brazil. They have great admiration for our 
democracy. In their history they have had men of the type of Jeffer- 
son and Lincoln. Their words and utterances are admirable and 
they have always had great admiration for our men and form of 
democratic expression. 

They are the only non-Spanish speaking country in South America, 
just as we are the only English-speaking country in the hemisphere, 
with the exception of Canada; so there has always been a bit of a tie 


set tS UALR an tard m 


9 ape Ree nth 


eer Stet diate Ce 


sim ae 








4 
{ 


mI CAO NO ON lt Pan ein OLE ESD 


nae Sn Sin t Re M Sacbane 


tA CANE A A EASE GE A ALLA LAE ELAS 


ie 





TECHNICAL ASSISTANCE IN LATIN AMERICA 5 


there and Brazil has always stood by us. No. 1, because she has the 
same objectives and high principles that we have in foreign relations 
and the other because we are both strangers in this Spanish-American 
group. 

~ Mr. Meaper. Do you have any directions from Washington con- 
cerning the creation of a climate which is conducive to the investment 
of private capital, either American or indigenous? 

Ambassador Dunn. Yes, at the present time the policy is to encour- 
age it in every way. We don’t have to do much about that here be- 
‘“ause, with the exception of petroleum, there is more private American 
capital invested here than any other country in the world, except 
Canada. 

We work on it and assist in every way. 

Mr. Harpy. We certainly do thank you, Mr. Ambassador. We are 
very glad we are going to have the benefit of your views on other 
phases of this general problem. 

(Supplementary information on Brazil follows :) 


GENERAL INFORMATION ON BRAZIL 
POLITICAL 


Brazil is governed by a constitution promulgated September 18, 1946. Like 
the United States, Brazil is a Federation of States (21 States, one Federal Dis- 
trict, and 4 territories), and its official name is the Republic of the United States 
of Brazil and has been so ever since the first Republican Constitution of 1891. 
The present constitution contains many provisions copied from that of 1891, 
which in turn included many provisions similar to those of the old Imperial 
Constitution of 1824. 

The present constitution provides for a rather detailed distribution of powers 
between the Federal Government and the States, including, unlike the United 
States, a mutually exclusive division of the taxing power. Federal powers are 
more numerous and broader than in the United States. Not only is the Federal 
power supreme in the principal problems of the time (economic policy, labor 
relations, etec.), but also, for instance, most legislation on general and perma- 
nent subjects is Federal (criminal law, domestic relations, business law, etc.). 
Despite this, however, it may be said that in everyday domestic politics and 
even in the formulation of the Government’s policies, the Brazilian States, or 
rather, the administrations in power in several of them at any given time, carry 
more weight than in the United States. 

The Federal Senate consists of 3 Senators from each State and from the 
Federal District, elected for a term of 8 years, two-thirds and one-third of the 
Senate being renewed every 4 years, respectively. The Members of the Chamber 
of Deputies are elected for a 4-year term on the basis of each State’s population, 
with a minimum of 7 members for each State. 

The President and Vice President are elected by direct popular vote for a term 
of 5 years. On its face, the constitution does not give the President any con- 
siderably broader powers than does the United States Constitution. However, 
in practice, the Executive not only leads by far in initiating legislation, but also 
the rulemaking power of the President and of the heads of departments is far 
more extensive than in the United States. This is especially so as regards some 
of the important problems of government. 

There is no system of Federal courts as in the United States. The only Fed- 
eral courts are the Federal Supreme Court, one Federal court of appeals (which 
generally is concerned only with matters in which the Federal Government 
has pecuniary interest), and courts for special problems such as the labor 
courts and the electoral courts. In general, Federal laws are administered by 
the State courts. 

The present President, Sefior Joio Café Filho, took office on August 25, 1954. 
when, being Vice President, he succeeded President Vargas, who had resigned 
(and a few hours later committed suicide). President Vargas had been elected 
President in 1950 and had taken office in January 1951. President Café Filho, 
therefore, will fill the term of President Vargas until January of next year. 
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To some extent, President Café Filho has considered his administration to be 
that of a caretaker government and he has not undertaken any sweeping pro- 
grams to resolve certain chronic problems of Brazilian political life and of the 
national economy, which, for a variety of reasons, had become ever more critical 
under the last Vargas administration. 

An election was held on October 3, 1955, to choose a new President and Vice 
President for the period 1956-61. The candidates were: 

For President: Adhemar de Barros, Juarez Tavora, Juscelino Kubitschek, 
Plinio Salgado. 

For Vice President: Milton Campos, Joio Goulart, Danton Coelho. 

The vote is still being counted. 

The last congressional elections were held in October 1954. The composition 
of the Congress was not changed, as far as party alinements are concerned, to 
any considerable extent. There are, in the Federal Congress, at least a*dozen 
parties represented. The major ones are: 

PSD: Partido Social Democrata (approximately 106 seats in Chamber). 

UDN: Uniaéo Democratica Nacional (approximately 64 seats in Chamber). 

PTB: Partido Trabalhista Brasileiro (approximately 59 seats in Chamber). 

PSP: Partido Social Progressista (approximately 81 seats in Chamber). 

PR: Partido Republicano (approximately 14 seats in Chamber). 

While party organization is fairly elaborate, there is little party discipline 
and on any major political issue there will usually be disagreement within each 
party, so that divisions of opinion generally cut across party lines. 

Although it is not legally recognized as a party, the Communist Party is 
active and several prevailing circumstances are favorable to its growth. In 
the elections of 1947, the last in which the Communists were candidates openly 
as Communists, it polled 10 percent of the vote. Since then, the courts have 
invalidated the registration of the party and of Communists as candidates for 
office, under a provision of the Constitution which prohibits the operation of 
political parties opposed to “the democratic regime based on plurality of parties 
and the guarantee of individual rights.’ However, despite this and despite leg- 
islation enacted in 1953, which makes the continued activity in favor of such 
invalidated parties an offense, Communists and fellow travelers do get elected 
under other labels, and the party, without legal status, continues unhampered 
in its propaganda activities and promotion of its internal growth. 

In its international relations, Brazil, by and large continues its traditonal 
policies of (1) constructive support of inter-American solidarity and (2) digni- 
tied participation in world aftairs. 

Being by far the largest Latin American, and the only Portuguese-speaking, 
country of the Western Hemisphere, Brazil has traditionally played a key role 
in inter-American affairs. In world affairs in the U. N., Brazil has, in general, 
been a sincere supporter of United States views. 

Ambassador Dunn. I would like Mr. Terrill, our economic coun- 
selor, to make a brief presentation to you. 

Mr. Harpy. That will be fine. 

Mr. Terri. My name is Robert P. Terrill, economic counselor 
of the Embassy. 

Mr. Chairman, the subject of economic affairs here, as you know, 
is very broad and complex and 1 would like to make an initial state- 
ment of its general character. Otherwise, if 1 don’t make my re- 
marks brief, 1 may be talking of things of no interest to your group. 

I would like to preface my y discussion of our general problem with 
one observation to the effect that Brazil is one of the tew countries 
of the world which has no important natural economic problems. 
by that, | mean to contrast the situation of a country such as India, 
with a vast overpopulation, holding religious and social beliefs that 
are not in keeping with the trend ot modern industry or, on the other 
hand, a country such as Chile or Bolivia, both of which have natura! 
handicaps which make their economic expansion and development 
extremely difficult. Brazil is almost a continent of itself with a 
tremendous diversity of people, climates, and so forth. Its natural 


1 RMR ea woes 


celibate + a 





Lo et ab nse aty 9 


eles 1 ec Mas - 


sinh eli tert ne east RRA ala tte 


Sts See, 


har i 22 a ee ee 


antl Mecha 


in ARTE te 


oe a 





TECHNICAL ASSISTANCE IN LATIN AMERICA 7 
resources are abundant. I think it would be fair to describe the basic 
situation as to population and resources in the same way you would 
describe the United States shortly before or after the Civil War; 
ihe population concentrated along the eastern seaboard, transporta- 
tion system inadequate, chaotic monetary and banking system, and 
so forth. Brazil has been making, despite these periodic disturb- 
ances of a political nature, enormous progress. The driving force 
has been their adoption of a largely American and, to a lesser extent, 
European, technology and their access to our capital and know-how. 
American firms are numerous. Most of our major companies are 
engaged in operations here and they have transferred to this country 
an unbelievable amount of new industrial techniques. I have seen 
cases of developments starting with a piece of ground and unskilled 
laborers, and ending up with a going company performing a com- 
plex industrial operation, having trained all of its Brazilian work- 
ing force and with almost no Americans in the plant. The Brazilians 
have no tradition of mechanical skill but they learn very rapidly 
and turn out in factories to be satisfactory mechanics, or toolmakers, 
cliemakers, and so forth. 

Now the second driving force has been the expansion of popula- 
tion and the character of that population’s beliefs. Brazil had only 
18 million people at the opening of this century. They now have 
about 60 million people and in another 25 or 30 years they will have 
100 million. They are already the largest consuming market in Latin 
America and the largest industrial plant. Their rate of industrial 
growth is shown in the statistics we have prepared for you and which 
are contained in this mimeograph folder called, “Brazil Economic 
Summary”. 

(The document referred to follows :) 


BRAZIL ECONOMIC SUMMARY 


Brazil, with a population of almost 60 million and an area larger than that 
of the United States, is economically the most important Latin American 
country. Real income per capita has increased by 50 percent in the last 15 
years. United States private investments exceed 1 billion dollars. Eximbank 
loans to Brazil, at about $725 million, are equal to those for all the rest of 
Latin America together. The United States is Brazil’s leading source of im- 
ports, and we normally take about half of her exports. Total Brazilian foreign 
trade in 1954 exceeded $3.1 billion. Capital issues by Brazilian corporations in 
1954 reached nearly 30 billion cruzeiros. 

Despite its extraordinary long-term prospects, Brazil is now passing through 
a difficulty period in its political and social evolution which is reflected in its 
economic picture. 

The country can outproduce and undersell any other coffee area, but Brazil 
today provides under half the world’s supplies as against two-thirds or more 
a generation ago. Reason: Attempts to sustain coffee prices above world 
market levels, which permitted competing nations to take over former Brazilian 
markets. 

Brazil today spends $250 million per year for imported petroleum products. 
Petroleum exists in the country, but present laws prevent private capital from 
participating in development. 

Railroad transportation, mostly state-owned and operated, is antiquated, in- 
efficient, and far from meeting Brazil's needs. The International Bank, how- 
ever, will not advance funds for rehabilitation and construction projects until 
there is a managerial reorganization, and this is not yet in sight. 
is true of the state-owned shipping company, Loide Brasileiro. 
Brazil has only about a thousand miles of paved highways. 
Services, however, are highly developed. 
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Electric power supply, though improved lately in the Rio-Sio Paulo area, 
falls short of meeting rapidly growing needs, which outstrip new construction 
and distribution. American and other foreign power companies operating in 
Brazil are reportedly affected by low rates, some difficulties on remittances of 
profits, and shortages of local capital for further development. 

Brazil’s international payments are under considerable pressure, and to 
maintain a balance severe restrictions have been imposed in the last year on 
the amount of foreign exchange permitted to be sold to cover general com- 
mercial imports. Petroleum imports, Government purchases and debt service 
and other invisibles have a prior call on foreign exchange, particularly dollars. 
In 1953, the Ex-Im Bank granted a $300 million credit to assist in the payment 
of commercial arrears to United States companies, caused by a huge expansion 
of imports when Brazil feared that Korean hostilities would result in shortages. 
In February 1955 the Ex-Im Bank opened another credit of $75 million to ease 
the then critical balance of payments situation, of which amount $45 million 
has been drawn. A group of United States private banks advanced Brazil a 
$200 million 5-year credit against gold in 1954. Financial difficulties which came 
to a head in the latter part of 1954 could be most immediately attributed to a 
coffee policy which attempted to fix prices at levels higher than consumers 
would pay, resulting in a sharp decline in sales. 

Internally, the tempo of inflation increased in 1954 to more than 20 percent 
annually and has continued into 1955, accelerated by substantial federal budget 
deficits. 

Braziz EcoNoMIc SUMMARY 


Total Exports 


{In thousands of United States dollars] 
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1, 418, 117 





A I 5 a eS en i ee qabhnnaun+enemes es 313, 857 
BI icc hci liege tenes conaani ps ie Sin sere 
July-September ___----__- eee ONE at, Peseta aga aip ate died tavicdn aetna tee 452, 111 
er on Ba Ee eh btn dane ne 668, 075 








1, 743, 594 


SDE me co eee oe rks aon 410, 425 
STIG FA iin rs i SSSA ta te ea ined cenne 819, 823 

NE acini: nse in civncstimimn cc paapniea pa caticay pate le ie inane hos salg a 383, 889 

I cide ee Bo node eneenmmen 447, 697 

1, 561, 834 

TOU <a 6 hii oie a, ee ee a | at. Oo 


II io Si chien chet hb a Sad Shad es ate cones ce gaps hte to ene 314, 791 
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Exports to the United States 
{In thousands of United States dollars] 


Sn rrece INTENT Ne a ee eee 130, 775 
SRO NN a ace ea aoe a 137, 245 


739, 051 


Rr aren IAT ee eee 204, 426 
SPN ne epeuinanen ones Damiano ee 237, 607 
GE Tene en ee en ne eee 192, 506 
October—December 232, 467 


a a a a eee = Ot 


Oe eae AR oar ed snes pcthiegioanioos is bo een asta acetate 196, 203 
Ua eae oa cr caves past a adlaepeton cee ooo las gaa 140, 781 
TR Sa os asic eae earn ocala ness 200, 203 
Nn hl ees 194, 003 


731, 190 


Se ORE AICN 6 in aaron d ee 173, 363 
EE EO ei Se ae eos nueeeeeasae eee 137, 352 
Pan SOO = oe cesses come 2 206, 763 
CORPO a OURO Sos oe ee ceo eeeeecse ee ee 315, 802 


Sn eee ae ee TRE anc Sat te et a i A ASE O EOE ELA Ne TICLE AA A LEENA A EE 
90 
a 
“1 
: 


833, 280 


TO a REE th so in nn hie ieee dend 168, 396 
UNI i ia i ci ah id teri ai al leer eae E IS eS 99, 855 

ULE RO ONLUOE 55 nS Seca eceecnncunnasseteaeaasoned 106, 378 
CO COO sits rein ema cee 203, 749 
578,378 

Tp SEGA AION. nooo ee eee 104, 546 
ID iinet vices cecal atin cna midis 132, 236 


236, 782 
Total coffee exports 


[In thousands of United States dollars] 


StS « AB RNC 1 AS AANA A ies kN as nlm tO EAE IT ~ 1 SAME a 5 Sn ee RET cop a 


1950-—-Janvary-MarCh..... 5. Sew ce cccenennnenscnacconienen 156, 729 

April-June... 2... ow ence nesccenasasaneccnennce 146, 282 

JOLY BOCCONI Ol aa i i Ce tiannadscannesnaenaser 297, 836 

CCC OIGIP TE IIOE sia hon is sh ce cima pmndion 264, 636 

865, 483 

| 1951—January—March___-_--------- sch aan gah adsl aia ncaa 283, 699 
| I Na ct i ke es an aioe nan eae aap lalla mate 205, 434 
‘ GR RINNE at acs cat ccna asain a a gees pa 244, 034 
EDR OUE a CO NO ik titi comnnnnnnnmumanmmnmitaaamiél 324, 933 
. 1, 058, 100 
Se ERO iio a ies nee cicnannaeeanaaam 289, 474 
t ; SR i a i ca cranes icin inn donne ew caia annie ah 196, 921 
; Inne NINN cin se i a les ci inns i cha la 277, 246 
CE NI as i cs ei nscale api 281, 664 


1, 045, 305 
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Total coffee exports—Continued 
[In thousands of United States dollars] 


eT I aii icici nc ic: ice iste lists aseas teil en ee 253, 394 
er an ne a rh ant me carn ae Me Ee 198, 767 
Pe ee eo eee 296, 599 
CCRT 5 eae eee 436, 672 


1, 180, 432 


Ip COP i oo cr lt che le eee i ee 285, 171 
PERN Sa es eae eee eae eee 184, 836 
sre a a rr a ee 187, 491 
eee... ae 290, 579 

948, O77 

1955——January—December__________ a a he tae ne alia 159, 380 

April—June______-_ cba cet eae cst ta co ei eis ame aes eee 190, 1538 


Coffee exports to the United States 


{In thousands of United States dollars] 


er a 101, S66 
I a Sal a a 106, 815 
a a ae 68, STO 
ae a a a ee eee 310, 5AT 


588, 098 





er i le 204, 425 
i a Na a Na A a a a 136, 553 
a a cia el se eee 152, 543 
er a et 193, 328 


686, 849 


I NN i a i a 169, 070 
NN a a a 117, 069 
I oe cs oii ccna anata wien ce giic eeu rnis aaa -. 174, 619 
I NN ois oi Big ee etree pai ecng a awe Ses en os a en ee 162, 259 





623, 017 











Pram NN a I a a 147, 982 
SSRs persica wasn icceeonmnemasin oes widid maul ange elon egeteen ae 104, 346 
July—September___--_______ asap aaa ete aa RS - ae oa SOe, Oee 
OE PII hanes cv cras es masses csi cs cso bee cotati eege tee 272, 219 

694, 245 

ses URNS a 153, 022 
UNE aac ecdo ein tee poo nite paca! CTY 
Pe CO cc wuinannceeoanatane Aen was case annua Go, 4oe 
Lew en.-.. a  ot t oeee e Ja iet Be Gte 

488, 073 
1955—January—March__..........--........__.- ie iin Sheol Sacchi 
PETE AINE. nrertincccooeo ae eee peDaaenc ace aa 111, 049 
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Coffee: average New York spot price, Santos 48 


[United States cents per pound] 


11 


innual 


average 














Sune en ona cc oon. eee 48. 4 
RE ce ea ee Soren eeeen hana etic teeta eee cea ~~. ean 
lk I oi a See ee 54.9 
OR ea ee ee 52.9 
50.8 
See nO ee eee 55. 3 
FRR TE TE igs cea cyon eco rercoaeseaiaesaa nin ene nee a 54. 2 
Rta ca ee sacs ceuaseennseaeslttimiasaece tert 53. 8 
AUN PUN gag ge te 54. 0 
54.3 
J, oaks OTL. ca ct en eee 54. 7 
Nata haiti cara pies Reerhascehneaaepease oe ee tae scene "Se 
ar NIN i ok ade gee ee ee ee ad 4.5 
October—December_______________ hapa Nee em seitiaadtiecea ages chantciabokdtaeantitouc em 53. 5 
54. 0 
1953—January—March......................— siesta aestainijaipiaekedide tae ie 55. 7 
SII eae are cas tei cscs scsi dita secacpeheicsaend cee 55. 9 
Se NN icici nishstaniniins Scena ndasnesis Sede a, cea 60.5 
UG i ss Sp iereileasalcs ca eebzdsccaniois ceaccebanedariane Besa eee 59. 7 
57.9 
Re i i insnoecpstbiin ia wns taeda canine gam eaen ald 77.8 
NR ic scatman ti tah cn epian aick ene seins Set 88. 2 
Nea UI i a i ee bisdikkctislade 79.3 
October—December_____-_____.__- is dailiaietiaas docile aa aaah a eae 69. 6 
78.7 
Ren TEN cts at sain hse ciple ccna chan ew eee eee ee 61.1 
SI RUIN seins can cnet chin escent catia tors in eae og ae 56. 4 
54. 7 
Total imports 

{In thousands of United States dollars] 
1950—January—Mareh ____--_________ 5; Sach aceaiean lataanesaia lp heeieealdaea seat acne 197, T56 
AID a tant vst ain spec snipe ainisieh aster cpa ia TE on eal 227, 788 
July-September —_____------ sa si ens sek echnical nats 301, 118 
October—December___________ digicam cancel ee apm ec oe ee 358, 457 
1, 185, 019 
ee ee ee | 397, 100 
SA GIN Os srr dabei Gain ison Slats a biased sis ak acme dese 453, 378 
gr U aI tan 0s scsi ip cnr sis niacin ccc aR A ire 547, 706 


October—December 


53858, 909 


1, 987, 091 


ee Re NIN sec cinsit nleneas ec aies vs ce relink ichidins atsalsbdanaaadined A cake 
SIE DE a iia a aati eee Su Stile ee 
a sic ee 4 
October-December 





620, 829 
578, 002 


36, 189 


351, 017 


1, 986, 037 
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Total imports—Continued 
{In thousands of United States dollars] 











rete IN i i aE a 279, 170 
I isi cna tesa coca ei ca ae 346, 599 
I II sib hogs das atau ecrceeonsinsencgeieneenacetin deren corte aaa iad aletie 332, 598 
I tas dase nnsonesea se cream ccs inion aman eenenene 385, 227 

1, 348, 394 

Pan ccna inc iil cpa a 365, 226 
eR cinco ence an isch cn ii aca 383, 704 
ccna aie nk ts Se pm ee 453, 986 
UN aaa eatin hale tpn aelietind ic ceneens 2 i ee 430, 628 

1, 683, 539 

I a a 351, 116 

SI a nd concen tact a Sic masini eaten a a a a 310, 233 


661, 349 
Imports from the United States 


[In thousands of United States dollars] 


Se iss nesta el cl einai a nag el 63, 257 
I akichisnacnhesciesinnisintsesticeicseiiieg enidbeainists tuaieibdind cel sachidatiaitaea ANAT ee eee 73, 400 
I isin ecttariitinirte sa cccnlninieiteiiiaaipcit tirana ail tian et titi EE 104, 138 


UE aI nisin sine ghee aa aaa rae 


374, 175 





BF ORO UO oo eoiiiecticintmunennewcwun sian _.. 160, 567 
I icici cist tise esecnataiiiin iatccea aaiulaiiabaalipinnaai ata eT 174, 902 
I i i carciss saints csi aii ences remnant Wiens ta ania a Aaa 242, 985 
October—December —___~__--__ ct liaitascspaa eliicecaei dalla ed ee et 252, 928 





831, 382 


1952—January—March______ tai Peiad amare 5 ald tae anes ite Bs ae, nl 
IN seein tices cits ai catocse nein eairiten tincintinttasaitlansiaiee i _ 262, 774 
July—September_____--_--_- cl iinet iDance a la Sg a decd 151, 757 

a iniiinrnitc ccecrsewiamemhas en caccekeedes 116, 185 

827, 094 

Rs ROR se riiciresintbnc Wena Seow ntdtcateas 89, 313 
I ia ia cistninii ds tc aienalasalinie debates mais eae a iene Ge tal eae 100, 189 
ouly—Beutember ... . 2. nuu eee rae Re eee ee eae se 89, 981 

aE i a ar nial) (ee oe 

371, 497 

I Ni hic c on cee eeseenawew ance eee 
Ns a 134, 737 
July—September_____-~- cei diidinemietl eerie ee SSL SN Came a 165, 965 
RPI aar UMN iin stead daca eins cs etandselanean tw eons veces Sa aati 128, 151 





537, 049 


ToGo ~—SORMAry—MATOR. |. ono oe cence FE incet tone ta! 96, 808 
NID scan tas sa hg cs lcd ag academe dasha ie 71, 037 


167, 845 
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Total imports of petroleum products 


[In thousands of United States dollars] 


TE ini itielee ee ek ee 29, 853 
I iid hiccna tain canton aA pe oa 5 ake kre) 36, 518 
ae citi ccm elit kil a ER 44, 921 
I NE iar. niessee onscreen sehen sna edimadiibtnatinlen enchant 48, 372 





159, 664 





Se cca ler carl 51, 478 
I sacs isnt cnet aii nics eid cnibesieddisincaaianm a 56, 151 
rere a cacecs mest puacgtemcasine cade ee 62, 474 
AE BORING Eos cade ninsiwenimineininausinn eee 71,118 























SII FRO eer ecen Sianeli ees 66, 309 
IIIS Site d Sie ad oe eee sitter’ “ee 

OE kes ccd nek cee siti eterna 50, 389 
ar a ee aon ba eat ae 78, 059 

265, 815 

1065-—Janwary—Marchiin au. si i nk ibe Sadiaabinipecuieiie tines 58, 957 
I i ere a ae Bk ea a ee 

ee NTI pc is a eas pg de esecsaras aca ain leach ka adenine 63, 395 
CC n IN Sn Se hee mepacla egies aap caiisdocgck 

256, 767 

Dam cc cs sete ee cee cect a cect gee nicijen, ae 
MN at sid algo hs a adele i acai alee gad eke reise . 64,981 

A tN oh ark scx, Cpe 
Rr I ii Sn ct 79, 184 

300, 661 

TOF SEOs i ee ks lack a a _ 66,137 
INN in shi sa ea aida iil ates succeed os slain 78, 891 


Legal free exchange market 


[Buy rate for United States dollar checks at end of month] 





1953 1954 1955 

be ER OTE Peete Oe eae TERE O RL EERE) SS : Cr$53. 80 Cr$74. 20 
NED ox abit naa cneban anna ai tian icon aieelog te aie aeimaraiaees Cr$39. 70 59. 00 76. 20 
ee aN oe fons acne ee : : — 47.00 57. 00 82. 00 
a a ae pelea cilia 41. 50 52. 50 79. 00 
Riek a ie Sea cc cabeeesakibecicd 45. 80 | 56. 00 79. 50 
Pet wakssenean didentieteMinddthesaccienude pos haneee Se 44. 20 57. 60 76. 00 
i i a a al a ae ae — 43. 50 62. 00 72. 20 
IN at ads acrake webs kswaenda wena keene cesewede 39. 50 60. 80 70. 80 
ren caintiiisdmemmsiataunignelae Jdtitinsiintindenimion 38. 70 62. 80 66. 50 
Ce Raith nk binistaadleees oe aheeanshd oe ; 45. 00 oe 

Te SN 8 so 52. 50 72. 80 

I Soci pie a ont hag in aga kei Backed a 55. 00 | 4 | See 
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Index of industrial production—total physical volume 


[Monthly average, 1948—100] 


ee I iii tiisnstn cicnensicinniceininencsisinnignltaiiclaniipniadaniimginnaniaa teed lee, 126 
20 GUOTOOE noe oi airbag acta (sina caieeinpigheaie Ati adalat 136 
Nise inst accessors ainlpeiphasiahanicarninaignaloataannnii aa eae 137 
a, sarees ans eemeesaaniealiatin tana amination aoa aaa ae 137 

1953—I1st quarter_________ a _ shel oo ci os pas irae econ esa 14 
20 Quarter... si deceit ll adel aiciecegrid aes tae daca tcc hag 143 
3d quarter__ sl ii tat i caine al ac ei cain ey 147 
4th quarter............. etseadilntgietnblanacinngeamtnintianrasmibty aac, tala ee 152 

See AN incasctcpnicescemniciicnaniaheintaapininnaae: doangitacc eaten tani eee te 151 
er ie nicsissacssethicsitiamaipemanndnahinlaetdnaitimebaassiiteti ee Ee ae 157 
I ii gi saiin ui ncicisinksniak sbscdiemtocnitabsinahaiemanianmentia ten tinicn eter Le : 151 
tn quarter.......... 3 Na ih cet at comtalel 165 

1955—Il1st quarter_________ isles tah csc ala ci on i ae or ae 157 

Paper currency in circulation 
{Cr$1,000,000] 
; | | oy 5 - 7 
End of quarter 1950 1951 | 1952 | 1953 | 1954 1955 
— e | me sintiasalhcteciniidtbanndibciniigh 

March : 23, 532 | 31, 194 | 33, 739 | 38, 427 46, 898 | 58, 387 

June_. inl 24, 822 | 32, 004 | 34, 586 | 41, 522 | 48, 697 | 61, 666 

September_- 28, 711 33, 796 36, 533 | 43,113 | 5A, 142 | (’) 

December.-.- -- 31, 202 35, 316 39, 280 | 47, 002 59, 039 (1) 

Not available. 
Source: 8. E. E. F. (Ministry of Finance). 
Money supply 
[Cr $1,000,000] 
End of quarter 1950 | 1951 1952 1953 1954 | 1955 
| 

March - 61, 824 g0,621| 94,214] 112,813| 128,430! 153, 208 

Tune 66, 327 | 84, 750 97, 756 | 120, 289 133, 191 | 161, 128 

September__ : 74, 677 | 91, 419 | 104, 478 | 114, 644 143, 105 | (1) 

December. - . 78, 583 93, 801 | 110, 170 | 124, 070 151, 482 @) 

1 Not available. 

Source: 8. E. E. F. (Ministry of Finance). 

Cost of living (federal district) 
[1948=100] 
| a Wot eo te, ae 
Quarterly average 1950 | 1951 1952 1953 | 1954 1 1955 

January-March 143 172 203 | 231 269 | 326 

April-June ‘ 145 175 211 240 280 334 

July-September 151 175 217 239 292 | 

October-December 148 179 220 | 250 304 | (‘) 


Not available. 


Source: Ministry of Labor, Industry, and Commerce. 


Mr. Terriww. I won't elaborate on them except to note that the index 
of physical production has increased about 50 percent in the past 7 
years. That indicates about 7 percent per annum growth in indus- 
trial output. The country, in fact, is almost growing out of its clothes, 
industrially speaking. 

Now, in shifting to the consideration of short run, immediate prob- 
lems, we should keep in mind this favorable background and these 
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buoyant trends of economic development, we can put our finger on 
Brazil’s external difficulty very simply—their appetite for imports 
has far outgrown their capacity to export and thus to pay for the 
increased imports. This does not appear to be due to any lack of 
resources but rather to faulty governmental measures. In fact, you 
could go so far as to say, keeping i in mind what I mentioned earlier, 
that all of Brazil’s outstanding problems were created by political acts 
of an affirmative character. It wasn’t what the Government neglected 
to do; it was the Government’s positive acts that created the difficul- 
ties. For example, the cancer that has been eating at the roots of 
the Brazilian economy is inflation. Inflation, in turn, has been en- 
gendered by the deficits of the Federal Government and, in particular, 
the extrabudgetary deficits attributable to operating losses of the Gov- 
ernment-owned enterprises. 

The Brazilian Federal Government owns a great deal of the basic 
transportation, particularly with respect to rail and maritime trans- 
portation. The deficits are enormous and they are covered by the 
issue of paper money. They are not covered by the sale of bonds to 
the public or to the banks, whose reserve funds are limited. The Gov- 
ernment simply prints the money required to cover its deficit, which 
adds to the reserve funds to the banks of the country, on the basis 
of which they increase their loans, which adds to the money supply. 
In this way each increase in currency is accompanied by a multiple 
increase in the means of payment. 

Prices have risen, roughly, in correspondence with the increase 
in money supply over the last 10 years. The annual rate of increase 
is almost 20 percent and this year it looks as if they will break that 
average and do a little better. 

Mr. Harpy. They do keep their budget in balance now ? 

Mr. Terr. The extraordinary budget i is — 

Mr. Harpy. They don’t have the prob ‘lem of a debt limit that 
we have / 

Mr. Terri. No, they print currency. That is the easier way out 
but the technical effects are much worse than if they did have our 
system where the Government must go out and raise money by selling 
some evidence of indebtedness to the public or to the banks. 

The effect of inflation on exports has been serious. The lack of in- 
centive to export has been a major consequence. Inflation has made 
industries manufacturing or producing for the domestic market much 
more profitable than an export business. A lace panty factory, for 
example, would be much more profitable than a mine, where the min- 
erals would be sold on the foreign market. The cruzeiro has been over- 
valued and thus it has been difficult for exporters to make foreign 
sales. This has been done largely because of the coffee policy of the 
Government. If it kept the y ralue of the cruzeiro for export purposes 
high, it would get more total dollars than if it allowed the cruzeiro to 
depreciate. This has definitely affected the country’s capacity to 
export. In mining, for example, all the way back, clear into the 
schools, institutions of higher learning, and the supply of technicians, 
therefore—the adverse effects of the lack of incentive have been felt. 
Now, on the import side, I mentioned that Brazil’s appetite has con- 
stantly grown. Shortly after the war, there was a great propaganda 
drive for the proposition that Brazil should become free from for elgn 
economic domination by building up domestic manufacturing industry 
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and, thereby, escaping from the need of buying many imported articles. 
This turned out to be a snare and a delusion. Brazil’s manufacturing 

capacity has gone up, but demand for imports has gone up equally, 
and the increase is essential to maintain employment ‘and the national 
income, 

A very good case is the auto industry in Brazil. Our companies 
have installed elaborate assembly facilities, both Ford and General 
Motors having excellent plants in Sao Paulo which have never worked 
at anything like their c capacity because of the impossibility of getting 
sufficient subassemblies from the United States. Because of the short- 
age of exchange, they simply can’t get the parts in. This illustrates 
one of the important roadblocks to further investment by United 
States concerns. 

In addition to that failure to develop export capacity and imports, 
Brazil has a special dilemma with respect to fuels—oil, primarily, 
although coal is in short supply. Brazil’s petroleum bill has grown 
at the rate of 15 percent a year. The total bill is now a quarter of a 
billion dollars. Now this situation falls with special force on Ameri- 
can exporters. The dollars to pay for the petroleum, which is not 
significantly of United States origin, but it is from V enezuela, Saudi 
Arabia, and so forth—have to be earned by a favorable balance of 
trade with the United States. As Brazil’s exports have failed to 
increase sufficiently with respect to the United States, she has com- 
pressed her imports from us in order to get the margin required to 
pay for petroleum. Therefore, if one is thinking i in terms of ways of 
greatly improving the extern: al financial situation of Brazil, the only 
possibility lies in the field of petroleum and its development. It would 
take, of course, if every major company started development pro- 
grams, 5 or 10 years for substantial results in terms of production. 
However, cash investment that would be required, and the liquid funds 
that would have to come in, would cover, I should guess, a significant 
proportion of Brazil’s petroleum bill almost immediately. 

In other words, if you could reduce the cash payments for petro- 
leum by as much as $50 million a year, it would relieve this adverse 
balance of payments condition and improve United States trade 
which, export you will notice in this data, has been cut unmercifully. 

Mr. Harpy. You say the answer would be to produce petroleum 
products here and reduce the import requirements ? 

Mr. Trerriny. Yes, sir. 

Mr. Harpy. Jt is your analytical point of view that that would 
provide the answer? 

Mr. Terri. That’s right. 

Mr. Harpy. Well, let’s examine this a little. In the first place, 
that would reduce their take of the Venezuelan oil, which would mean 
that Venezuela would have to look for a market somewhere else, is 
that a correct assumption ? 

Mr. Territi. That would be possible in the long run. 

Mr. Harpy. Would that increase the pressure to bring in more 
Venezuelan oil to the United States, and result in more protests from 
the coal people in the United States? 

Mr. Terri. I don’t think so. For a number of years the Brazilian 
development of petroleum would be doing very well if they could 
succeed in keeping pace with the annual increase in demand. 
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Mr. Harpy. Suppose there was no need for Brazil to rely on imports 
of petroleum ? 

Mr. Terriiti. That is so far in the future. It is awful hard to 
develop from scratch the transportation facilities that are lacking 
in the interior. Roads would have to be built, pipelines laid, and so 
forth. 

Mr. Harpy. You are saying that even if Brazil undertook to de- 
velop her resources and put in her own refineries, because of her 
increasing requirements that wouldn’t reduce her imports? 

Mr. Territy. It would certainly prevent the increase. 

Mr. Harpy. But you still haven’t answered my question. 

Would it reduce her imports ? 

Mr. Territt. That is thought of as another perpetual situation. I 
am speaking in terms of from 5 to 10 years. I would hardly think 
that the Brazilian petroleum industry could expand sufficiently to 
affect Venezuela’s market in any way for 5 or 10 years, at least. 

Mr. Harpy. Unless it does, you haven’t improved your present 
situation. You have just kept it from getting worse. 

Mr. Trerrm. Yes; there is conflict of interests there, but the proof 
of all this is that the companies that are producing in Venezuela 
would be very glad to come into Brazil to develop oil here. 

Mr. Harpy. Even if they did, and if this development of Brazilian 
oil would improve her present situation with respect to dollar short- 
age, that would imply to me that there would be an accompanying 
problem of having some Venezuelan oil without a market. 

Mr. Territu. Yes; that would be the long-run effect. 

Mr. Harpy. Then the increase in Brazilian oil production would 
result in increasing the demand by the Venezuelans to ship more oil 
to the United States. It is pretty elastic. 

Mr. Territi. Looking into the future you might say that there 
won’t be any conflict for 5 5 years because there could be no significant 
production for at least 5 years. 

Mr. Harpy. And what you are saying is, it is not very hopeful 
for the immediate future ? 

Mr. Trerrity. No; all you would get in the immediate future would 
be a large inflow of funds for development purposes in the secondary 
industries. There are a number of secondary industries that grow up 
around the oil industry. Those funds would, in effect, pay a signifi- 
cant portion of Brazil’s oil bill during the development period. If 
Brazil had to wait and receive nothing during that period of devel- 
opment—— 

Mr. Harpy. That would bea pump primer, in effect ? 

Mr. Trerrity. It would and it oa touch off a situation of pros- 
perity that would be enormous. 

Mr. Harpy. You presume the inflow of foreign dollar capital by 
investment. You are not assuming it will not come in under Gov- 
ernment auspices ? 

Mr. Territy. Definitely not. 

Mr. Brooks. Mr. Terrill, I am not as concerned with the Vene- 
zuelan problem as I am with the American problem. Venezuela has 
a very good balance of dollars. As I understand the problem, 
you have indicated that you feel that the people here in Brazil 
could well establish an oil industry of their own. My question 
is this: Why couldn’t the people here just make contracts with the 
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American geophysical firms and engineering talent to come in and 
shoot the most promising part of this country, and go ahead and put 
in some wells? They are not broke. With $50 million they could 
go a long way tow: ard proving up some good oil reserves. They could 
finance in a world money market to develop the big fields. Why 
couldn’t they do that ? 

Mr. Terri. That is essentially what they have been doing, Mr. 
Congressman. All of their progress to date has been the result of 
foreign technicians, almost exclusively Americans, beginning on the 
prospecting side and going right on through to refinery construction. 
Only distr ibution is in the hands of private » industry. First, under the 
National Petroleum Council and more lately under the new govern- 
ment corporation, PETROBRAS; they have contracted for services 
from outside concerns in an attempt to locate, develop, transport, and 
at That is a very slow process, as they are now finding out. 

ETROBRAS inherited all the results of 10 years’ previous work 
and is supported by very heavy taxes, but it is now only the size of one 
of our small oil companies in the United States. To mobilize enough 
people to do this job in Brazil particularly under a new company 
without experience, is almost impossible—with respect, that is, to the 
goal of obtaining significant results in the reasonably near future. 

Perhaps in 50 years this procedure you outlined could yield signifi- 
cant results. But not within 5,10, or 15 years. 

Mr. Brooks. They have the money to employ American engineers 
and they are not employing them ? 

Mr. Trrritt. That is the problem. One of the most difficult items 
in the country’s foreign exchange budget has been dollars for their 
petroleum development. With great efforts PETROBRAS is now 
trying to raise $50 million a year. That would buy only about 50 rigs. 

(Discussion off the record. ) 

Mr. Brooks. Do you feel that the only way to get sufficient develop- 
ment in Brazil is to not only have the Brazilian Government's con- 
tinued interest in the development, but also to allow foreign-American 
or others—oil industries to come in in an effort to hasten the ultimate 
development of Brazilian oil? 

Mr. Territi. Exactly. It is the most important single measure that 
could be taken to immediately alleviate Brazil’s problem. 

Mr. Brooks. Do you feel it is essential to development within this 
generation ¢ 

Mr. Terri. Yes, sir. 

Mr. Harpy. My concern, contrary to the concern of Mr. Brooks, was 
not. with respect to the dollar capabilities of the Venezuelan economy 
but rather to the pressures which might be put on the United States to 
consume the oil which was formerly consumed in Brazil. 

Mr. Brooks. You mean the residual oil problems ? 

Mr. Harpy. Yes. 

Mr. Meaper. Mr. Terrill, as I understand it, the petroleum re- 
sources of Brazil would be adequate for Brazil in the foreseeable 
future; is that correct? If they were developed ? 

Mr. Territi. Insofar as the geophysicists can determine, there are 
large areas of Brazil which are conducive to the formation of oil. If 


their hypothesis proves out there would certainly be enough for 


Brazil’s needs. 
Mr. Meaper. Near the markets? 
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Mr. Trrritu. No, sir; they are not. Most of it lies to the north, 
1,200 miles from here. Other areas also are back in the interior which 
lack pipelines, barge fleets, and transportation to the tankers at Belem 
to bring it down to refineries in the Rio area. 

Mr. Meaper. [ had the impression that PETROBRAS produced 
only 1 percent of the requirements. 

Mr. Terri. Two percent is about right. 

Mr. Meaper. Is this Government monopoly in the production of oil 
products statutory / 

Mr. Terrin. Yes, sir. 

Mr. Mraper. Was that problem discussed in the recent campaign ? 

Mr. Terri. It was not discussed in specific terms. All three can- 
didates expressed themselves to the effect that they were for petroleum 
development. Ail were very careful to avoid committing themselves to 
the Government monopoly. 

Mr. Mraper. None advocated the program you suggested ? 

Mr. Trerritu. No, that would be political suicide. 

Mr. Meraper. Is there any awareness in the executive branch of 
the Government of this solution to it? 

(Discussion off the record.) 

Mr. Brooks. Why is it apparently so difficult from an economic 
standpoint for you to convince the Brazilian Government that Amer- 
ican oil development would not mean our ownership but merely oper- 
ation of their property / 

Why is that so difficult for them to understand? It is their oil, 
nobody contests that. We would like to help them develop it. 

Mr. Terri. It goes back to the traditional Brazilian attitude to- 
ward resources that are underground, to their inheritance from the 
Portuguese that things in the ground belong to the King, and they 
were a national asset. Also, in the case of Brazilians they saw their 
resources of diamonds and gold, principally, exploited to the hilt 
and shipped out of the country by the colonial Portuguese, and that 
impression has stuck. They have a hostility toward foreigners dig- 
ging things out of Brazilian soil, although as you point out, the oil 
would remain here. Also, they have an irrational hee or fear com- 
plex about what they call the trusts, the international oil companies. 
Such fears are irrational in the sense that they have no valid ground 
for the belief that previous history would ever be repeated in Brazil. 
The activities of these companies have been extremely beneficial to 
Brazil. However those are the two factors which underlie the 
situation. 

Mr. Brooks. An irrational fear and folklore? 

Mr. Territy, Yes, sir. Their inheritance on the subject of subsoil 
resources. 

Mr. Meaper. Is there any sentiment, getting away from oil for a 
moment, either in the Congress or general public for getting the 
Government out of any of these other businesses they are in—trans- 
portation, ete ? 

Mr. Trerrity. I regret to say there is very little. Some but not 
much, 

Mr. Mraper. You pointed out that the losses of those business type 
operations are definite contributing factors to inflation ? 

Mr. Territy. Yes, they are losing 8 billion cruzeiros a year. On 
the railways, statistics for last year show that they did not earn 
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enough gross revenue to pay their wages bill. They have to keep 
rates practically constant in order to avoid political complications. 
Thus with inflation the losses go up and up. 

Mr. Meaper. Would you say they are poorly managed? 

Mr. Terri. Extremely so. 

Mr. Mraver. Shipping, railroads, power? 

Mr. Trerrit. The majority of existing power facilities are pri- 
vately owned by Americans and Canadians. 

Mr. Meaper. Communications? 

Mr. Terri. Only one Government company; mostly owned by 
private companies. 

Mr. Mraper. Is there any noticeable trend for any more Govern- 
ment operations of an economic character ? 

Mr. Territu. There is no pronounced trend such as there was in 
the thirties and immediately after the war. The bloom is off the 
rose, so to speak. There have been some cases where the Government 
is going into support new operations. For example, a new steel mill 
is projected for Sao Paulo, which will be privately owned. I might 
add the Government’s steel mill, Valta Redonda, is, by Latin-Ameri- 
can standards, an excellent operation and earns its way very nicely, 
with handsome profits. 

Mr. Meaper. Well-managed ? 

Mr. Terri. Yes, sir. 

Mr. Meaper. And completely Government owned ? 

Mr. Terri. No, sir, there are many private stockholders; how- 
ever, the stock of the company is owned in the majority by the Govern- 
ment in accordance with the statutes of the corporation. I was going 
to add that the new electrical generating capacity is, to an increasing 
extent, being constructed under the auspices of the Government. 

Mr. Meaper. It strikes me that this rapid economic growth you 
mentioned would tend to build up a sentiment for greater private 
enterprise activities rather than a trend in the opposite direction, 
when the record of the Government in business has been so poor here. 

Mr. Terri. I believe, sir, that experience accounts for the state- 
ment I made earlier that the bloom is definitely off socialism in Brazil. 
A Government officer stated the other day, “The worst enemy of social- 
ism is socialization.” 

That is the case in Brazil. There is no strong movement for social- 
ism. 

Mr. Knox. I have listened with a great deal of interest to the ques- 
tion. What educational program, if any, has been developed and 
promoted to endeavor to show the Brazilians what other countries 
have done by the development of their natural resources. I under- 
stood you to say, Mr. Terrill, that from the forefathers on down, the 
people have been handed the philosophy of the natural resources 
belonging to the king, and so forth. Is there no way to correct that 
and show the country is going to be in a still greater hazard than what 
they are today as far as being able to provide for themselves those 
things which they will need? Has there been anything done along 
that line? 

Mr. Territi. I don’t know of any general or overall attempt to do 
that. 

(Discussion off the record.) 





cay 
ray 


ay 
tic 
Br 
fo 
ea 
tic 
Zi 


de 
tis 


Wi 


al 


as 


ek eet 





TECHNICAL ASSISTANCE IN LATIN AMERICA 


Mr. Knox. One further question relative to the ownership of lands 
that are potential producers of petroleum products. Is that all Gov- 
ernment ownership ? 

Mr. Terry. No, I wouldn’t say so. Some, yes, but most is private. 
I have never seen any superimposition of maps for this purpose but 
there would be a great deal of private ownership. 

Mr. Knox. Foreign owned ? 

Mr. Terri. No, sir. 

Mr. Meaper. You gave us a figure of a billion dollars of American 
‘apital invested here. Can you say whether or not there has been a 
rapid growth since World War II ? 

Mr. Trrertii. Yes, sir, there has been a rapid growth; most of this 
amount has been invested since the war. 

Mr. Meaper. How has that affected this fear of foreign exploita- 
tion? Has it developed any anti-American sentiment / 

Mr. Terri. No, but it has created jealousies on the part of the 
Brazilian industrialists themselves. American companies’ reputation 
for fair dealings, high quality, etc. is outstanding and their success and 
earnings have been outstanding, too. This has generated some fric- 
tion and resentment, particularly on the part of less successful Bra- 
zilian counterparts. 

Mr. Meaper. It is difficult for me to reconcile the great growth and 
fine relationships with the United States with their reluctance to 
develop the oil industry on that basis or perhaps other economic activi- 
ties. 

Mr. Territu. Oil involves the subsoil and, moreover, these people 
were brought up, nurtured on American literature which exposed the 
alleged malfeasance of the international oil trusts. The Brazilians 
ate it up and formed unfavorable impressions of our large companies 
as well as European concerns. The reaction is not specifically anti- 
Americanism, although the Communists work hard to make it that 
way 

Mr. Mountarn. Mr. Terrill. I wonder if we could ask you for some 
brief answers to help us understand these figures in the economie 
summary. I noticed in the pattern of both exports and imports to and 
from the United States, there was a sharp drop in 1954, and so far as 
imports are concerned in 1953 as well. There was a sharp drop, for 
example, in the United States share of Brazilian imports in 1953. Is 
there any specific reason for that ? 

Mr. Trerritz. Yes, they put in a licensing system that year. It was 
nominally in effect before but was enfore ed: only in 1953 when they be- 
gan to get into serious trouble with their balance of payments. They 
contracted a loan of $300 million from the Export-Import Bank in 
July 1953 and promised i in the loan agreement to keep current in their 
commercial payments from there on. Consequently they had to com- 
press their United States imports to an increasing extent. 

Mr. Mounrrarn. Of course, the drop is greater by far in their im- 
ports from the United States than in their total imports? 

Mr. Terr. That’s right. But the capacity of Europe to consume 
Brazilian goods; coffee, for example, was increased as a result of the 
Marshall plan from 1948 on. Take the case of Germany. By 1952 and 
1953 Germany was beginning to afford the luxury of coffee again. 
Also, German industry was able to begin exporting on a large scale 
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and granted liberal credits. Accordingly, there has been an enormous 
expansion of German trade with Brazil beginning in those years. 

Mr. Mountain. Is the Embassy familiar with Brazilian trade nego- 
tiations with Russia or other Iron Curtain countries? 

Mr. Terri. Yes, we have such information. The Brazilians have 
published these events. 

Mr. Mountatn. Do you have information on how the balance 
stands now? 

Mr. Terri. We submit the statistics each month. Trade takes 
place on a bilateral basis, and sometimes Brazil is ahead with respect 
to a certain country and sometimes behind. At the moment, for ex- 
ample, the Polish deliveries have not come through promptly and 
Brazil is ahead. 

Mr. Mounrarn. Is there any direct trade with the Soviet Union? 

Mr. Terry. No. 

Mr. Mountatn. Can you give us some figures on Polish trade? 

Mr. Terri. The two-way total would not exceed more than about 
10 or 15 million dollars. The Poles probably owe the Brazilians some 
3 million dollars at present. 

Mr. Mounratn. Mr. Chairman, I don’t want to take the time of the 
committee on this, but could we ask Mr. Terrill to submit some facts 
and figures regarding the trade with Russia and the Iron Curtain 
countries ? 

Mr. Harpy. Yes; I think that would be desirable. 

Mr. Terry. We will be glad to do that. 

Mr. Mounrtatn. Please include the nature of the commodities in- 
volved. 

Mr. Territw. Yes, sir; that is easy to do. 

Mr. Mountarn. I think one of our interests would be the nature of 
the products that they intend to import from the Iron Curtain coun- 
tries. 

Mr. Terri. It is largely machinery and capital goods. 

Mr. Mountatn. Would you please also indicate to what extent this 
trade is carried out through the sterling area ? 

Mr. Tereity. It is carried out directly by bilateral trade accounts. 

(The document referred to follows :) 


MEMORANDUM 


BRAZILIAN TRADE WITH SOVIET BLOC 
1. Summary 

Brazilian trade with the Soviet bloc reached the following totals (in terms of 
United States dollars) in the calendar years 1951-54 and the first 6 months of 
1955: 








1951 | 1952 | 1953 | 1954 penne. 
rinse in tail ila ih cilia ah Dascihcl 
Imports... _..| $10, 146.725 | $5, 781,669 | $10,111,457 | $18,780,165 | $15, 391, 066 
Exports. __- | 7,969,941 | 6,579,547 | 12,778,627 | 24,037,927 | _ 18, 078, 683 
Total... 18, 116,666 | 12,361,216 | 22, 890,084 | 42,818,092 | 33, 469, 749 





It will be seen that Brazilian trade with the Soviet bloc has increased steadily 
in the period (with the exception of 1952), reaching US$42.8 million in 1954 and 
a probable total (on the basis of figures for the first 6 months) in excess of 
US$66 million for the current year. 
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The final section of this report, which summarizes information on the com- 
modity components of Brazilian trade with the Soviet bloe in the first 3 months 
of this year, indicates that Brazilian exports have been concentrated in the 
following commodities: Cocoa beans, cotton, coffee, hematite (iron ore), hides 
and skins, sugar and sisal. Brazilian imports have consisted primarily of the 
following products: Cement, malt, barley, iron and steel products, and manu- 
factured goods. 


2. Brazilian imports from Soviet bloc, 1951-54 
Brazilian imports from the Soviet bloc in 1951-54 were as follows: 
CZECHOSLOVAKIA 











| | 
| Cost, insurance, and freight 
Kilos ‘ORY i wt oe 
| | United States 
| Cruzeiros | United State 
| dollars 
sigleamsiameiiaaaniainidiesianal a —_ - a eeceestinctiennnieie sins i 
1951... - 20, 989, 975 172, 734, 502 | 9, 227, 270 
1952....- 7 10, 699, 531 102 517 | 5, 479, 996 
1953..... ihe - 68, 273, 176 52, 303, 444 8, 135, 868 
ho Se lida 3 59, 646, 657 489, 024, 370 13, 458, 727 
i oe dens . , 159, 609, 339 916, 647, 833 36, 301, 861 
POLAND 
7 ion sich eens eee ————_—— ; 
1951__. eae aed heck 12, 528, 768 17, 126, 000 914, 850 
1952 ee ee Bose eee 2, 147, 247 | 5, 544, 296 | 296, 170 
1953 ; : 51, 308, 768 36, 739, 567 1, 962, 584 
(As F “ 77, 167, 349 148, 400, 834 4, 309, 719 
Total. -_- 143, 152, 132 207, 810, 697 7, 483, 323 
HUNGARY 
None 
- 155 823 
7 ‘ 4, 225 13, 005 
ae <aibes ‘ : 11, 561, 020 35, 975, 582 1,011, 714 
oe rowel 11, 565, 400 36, 234, 445 1, 025, 542 
CHINA 
1951__- ee 263 86, 206 4, 605 
1962..... . 11,179 87, 610 4, 680 
1953 ss . : None 
Seiskabaos nates ; None 
ee he 11, 442 173, 816 9, 285 
RUMANIA 
1951... = None | 
108... . pik 4 None 
Se eae None 
1068 5... cxx: ” 2 94 5 
UCM ncx<es : 2 O4 5 
COUNTRY 
Czechoslovakia. ._..... 7 159, 609, 339 916, 647, 833 36, 301, 861 
Poland -..- stoliak dk ; 143, 152, 132 207, 810, 697 7, 483, 323 
Hungary......-- : oe 11, 565, 400 36, 234, 445 1, 025, 542 
Ro poaaiadins ‘ ll, 442 173, 816 9, 285 
tumania. __. a il 2 Ot 5 
oo eee anna 5 : 314, 338, 315 | 1, 160, 866, 885 | 44, 820, 016 


73434—i36——3 
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Brazilian imports from the Soviet bloc reached the following totals (in terms 
of United | Bhates dollars) in the years listed: 











Country | 1951 | 1952 | 1953 1954 
(genial caen litatnaiadta cement ahshdemcas A amici Uae aemedaneas ated ————|- eee a 
CORO si i bain bo tbkndeodedeseobisds | 9, 227, 270 | 5, 479, 996 8, 135, 868 13, 458, 727 
RU, ora ls Se a cee he Sei hdiecieueal 914, 850 | 296, 170 1, 962, 584 4, 309, 719 
ee a eee calles araaatamrantie eras None 823 | 13,005 | 1,011, 714 
tata tetar ncseeee caesar | 4, 605 | 4, 680 | None | None 
Rs Ri eibaekaieis None None | None | 5 

| —__——- +! qquqqq“—-~aKc“- 
WOES < wa cetienens eadilicows shiwmpas | 10,146,725 5, 781, 669 | 10, 111, 457 | 18, 780, 165 
' 





Other than reported above, no imports from Soviet-bloc countries were listed 
in the Brazilian statistics for the period covered. 


38. Brazilian exports to Soviet bloc, 1951-54 
Brazilian exports to the Soviet bloc in 1951-54 were as follows: 


CZECHOSLOVAKIA 

















SE Aner enter ras elicited ipl Piiigekitad, 
Free on board 
Year Kilos are | 7 7 
| Cruzetros United States 
dollars 
plesk n arenas annie 7 spe dtimaamap aaa 4, 727, 573 96, 432, 061 5, 246, 576 
I cede - Cee ei Lee ee re 8, 515, 927 100, 601, 715 5, 473, 434 
ccs. \ “« oa = 41, 381, 112 182, 435, 873 9, 925, 782 
Wee ainkecss Hs bit Beals 135, 127, 287 347, 619, 202 | 12, 211, 454 
Total__- see sd teri oscnnedese een 189, 751, 899 | 727, 088, 851 32, 857, 246 
POLAND 
000 cee secetStewsk eestor 1, 340, 395 | 22, 543, 012 | 1, 226, 497 
1952 “oon ey —— 1, O15, 445 | 20, 257, 904 | 1, 102, 171 
1953 cnet hee. dca ee ie - 51, 411, 951 | 33, 336, 760 | 1, 813, 752 
ee oid darth nine ty inheieldns tame ae ee pr | 139, 430, 007 178, 175, 740 6, 062, 454 
Total. ensues i rede 193, 197, 798 254, 313, 416 10, 204, 874 
| 
CHINA 
| | ear oe 
1951 . 4 dacucktnndaddlh dcecee shee Codaann } 1, 349, 994 24, 508, 797 1, 333, 449 
1952 ‘ ; ie va . 17 | 50, 350 2, 739 
1953__- = ax ‘ edie ee a ee x 1, 444, 308 | 19, 085, 503 1, 038, 384 
NI as ceed th ce ek Ir Soc arcmin aca oa a 4 es 4, 233, 530 | 73, 659, 059 2, 577, 228 
Total... esti (initia aoa a sastnich kan aeniitian ae eats 6, 627, 849 “17, 303, 709 4, 951, gn 
HUNGARY 
1951... ; a a a eet de 99, 411 | 3, 003, 645 | 163, 419 
1952... ; ‘ : iceland 4 | 2, 425 | 132 
1953 ‘ bane 102 | 7, 620 415 
1954. _.. Bie ty smanhen 2, 119, 515 | 69, 445, 663 | 2, 230, 053 
Total ‘ : ‘ ieee Wleuaemewel 2, 129, 032 | 72, 459, 38 53 2, 394, 019 
maaiciibeninsl oan inns pe cetacean 
RUMANIA 
1951. ; , ie ko cemed Re eee As .| i 2 3 | iasedueeiae 
a eee ; Seal 6 | 1, 300 71 
1953 _. fs oe oa’ ate 9 | 5, 400 | 204 
1954_- : y : hose ie 539, 308 | 23, 481, 197 | 956, 946 
Total. = - -- ‘cheek * . Sege~l 539, 323 23, 487, 897 957, 311 
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Free on board 


United States 


Cruzeiros 
| ruzeiro dollars 
| 


727, 088, 851 | 32, 857, 

254, 313, 416 | 10, 204. 

117, 303, 709 | 4, 951, 

72, 459, 353 2, 394, 

23, 487, 897 | 957, 
ce 


189, 751, 899 
193, 197, 798 
6, 627, 849 
Hungary honk eeaad ceed n aerate 2, 129, 032 | 
Rumania. .-._....--- 539, 323 
| 1 


392, 245, 901 , 194, 653, 226 51, 365, 
1 


Brazilian exports to the Soviet bloc reached the following totals (in terms 
United States dollars) in the years listed: 


Country e 1952 5e 1954 


Czechoslovakia 5, 246, 576 5, 473, 434 9, 925, 782 12, 211, 246 
Poland ace , 226, 497 , 102,171 1, 813, 752 6, 062, 454 


China..-- ; 1, 333, 449 3, 739 1, 038, 384 2, 577, 228 
Hungary ee ee oe 163, 419 132 415 2, 230, 053 
Rumania None 71 24 956, 946 


7, 969, 941 3, 579, 547 12, 778, 627 24, 037, 927 


The above listing represents all exports to 


the Soviet bloc reported in the 
Brazilian statistics for the period covered. 


4. Brazilian imports from Soviet bloc, January to June 1955 


The following imports from Soviet-bloe countries are reported in Brazilian 
trade statistics for the first 6 months of the current year: 


CZECHOSLOVAKIA 


Month Kilos Cruzeiros | ndoll a 
dollars 


January ---- 2, 926, 285 42, 579, 76% 1, 049 
February ; , 292, 377 38, 917 838 
9, 340, 679 69, 533, 2 1, 441, 

3, 837, 435 52, 805, 32% 1, 166, 

, 906, 096 | 55, 171, 48 1, 178, 

, 042, 739 86, 533, 501 1, 907, 


7, 345, 611 





January ita ieee ares Siac 45, 735, 117 59, 380, 657 
February Rie air whaipued j 31, 995, 186 60, 5388, 973 
3, 284, 327 | 23, 759, 238 

2, 259, 302 25, 190, 475 

212, 062 2, 595, 596 

, 507, 639 32, 783, 697 


5, 993, 633 204, 248, 636 | 





January - - - atc Ja 3, 049, 240 
February --- bins . —— 3, 092 
March.__- oi 5 a ; 3, 155, 
April 

May-. 

June 


Total 
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TOTAL IMPORTS, JANUARY-JUNE 1955 


Month | Kilos Cruzeiros 








| 
| United States 








dollars 
ne. ak dilnasobbbnwunanecanebe 47, 345, 611 345, 541, 282 | 7, 583, 193 
ES conch ast cascinirane tw crepheterace oes came ciao ones ones 85, 993, 633 204, 248, 636 5, 014, 969 
PE cccinwandenkescests Tk eatin eee wane ae eine 32, 632, 729 117, 540, 765 2, 792, 904 
STUNT; soinssosb ich sats isp ecioaibons measidhiges- ats Actin atididies ican arise 165, 971, 973 667, 330, 683 | 15, 391, 066 





No imports are recorded from any other Soviet-bloc country. 
5. Brazilian exports to Soviet bloc, January to June 1955 


The following exports to Soviet-bloe countries are reported in Brazilian trade 


statistics for the first 6 months of the current year: 


CZECHOSLOVAKIA 





| rr ~. 
United States 





















































Month | Kilos | Cruzeiros | dollars 
NIN 5 on cin neatsckaas acd’ se bcweed piggutemec ee | 11, 135, 613 33, 127, 951 | 1,041, 730 
NN hae TE ne ee skeletal ee 18, 404, 589 | 86, 481, 410 | 2, 378, 999 
RS Ra tc A ot pie so 25, 740, 027 | 62, 323, 252 | 1, 562, 072 
ac ee deine neal 66, 047, 527 112, 722, 096 2, 518, 901 
BT ies onc ccekubabath ux sndatabiindnacszamhiatioets a 17, 626, 890 32, 189, 548 703, 550 
MR Sioa dP cisd cy aa iain eet peo | 38, 448, 306 19, 821, 399 550, 063 
TN i iiirente ciated emsiiciaes sini adage | 177,402,952 346, 665, 656 | 8, 755, 315 
POLAND 
“ai - Le linge nh ech ; ys 
SUSE crac scrzras emo or ea hee odinicidiseoetemieatines es ect eae aa 8, 244, 830 11, 680, 666 387, 431 
WEN <n sg SE LE 1, 445, 416 | 42, 876, 199 | 1, 213, 248 
March._____- Se see Peas Pade a aiet kee eee cae ee | 275, 088 | 8, 610, 595 242, 267 
April_.._.-- ara ac ere a a 1, 970, 782 | 63, 908, 733 | 1, 797, 403 
I inte ow merece inns anuaeeiinoaeb ede REMma Toe 1, 718, 625 | 56, 212, 688 1, 441, 142 
DUNG sete acorwadecamencteeceuklaiate eters 9, 200, 839 | 10, 558, 231 | 295, 593 
* ae 
I Sn ceraeeiti bev adecnccne tua cnamadtes 22, 855, 580 193, 847, 112 | 5, 377, 084 
HUNGRARY 
Wes oon ee ee bandas beeeetaaaiaeehenmioeraes 102 1,000 41 
|, EE 2a BSP PE SS 429, 818 14, 472, 991 385, 727 
nn an Eo A ee 430,016 13, 926, 613 | 391, 938 
AR ce ee ot ee Se ee ees 10, 568, 214 88, 765, 080 | 2, 155, 646 
eae os cae each 1, 839, 501 | 8, 436, 952 185,079 
PO ss cnet eae ee bene eee eaemndaee es 33, 328 1, 348, 491 38, 040 
eee be ee af 
ES EEE Rite Oe eee | 13, 300, 979 126, 951, 127 3, 156, 471 
RUSSIA 
. =o i peng —— te 
WI 55s i:s vida Clothe aus cae te aeasiccileeiatinn | 8, 331, 180 | 33, 489, 062 | 697, 253 
ee ee ee 
Ecce henawnd eta an cee oe 8, 331, 180 33, 489, 062 697, 253 
CHINA 
PET oo one cdma end cccedbdcnantstssascens uh sy eed 10 42, 77 1, 123 
PODRUMEY qo os one cccensnncennsesncewarcesases inase 72 1, 725 92 
"eS aes wincaanre eae 20, 024 1, 497, 847 31, 355 
NE. ccaneidhbianidess <oacuh Silk ciblebesctcdcane 21, 012 1, 361, 868 28, 367 
M2... ..- la i a 20, O11 1, 492, 822 31, 082 
June_. adie ni bill ait hier inis ate atg dhdin dane lia, iain 44 325 13 
ONL cnn octhanckusciwnsna-d ase dees : wg 61,173 4, 397, 361 92, 032 
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RUMANIA 
Month Kilos Cruzeiros , — — 
January . _* 11 | 4, 625 246 
February peters 8 1,875 101 
paaren........ pid dau incmeig cana 12 350 17 
April--- 15 875 44 
May.. 21 1, 050 | 54 
June. 10 1, 030 53 
Total 77 9, 805 18 
BULGARIA 
January ; , 5 Ht) 2 
March __ i F i) 2 
April_- 2 25 | 
May.. 9 | 75 3 
June_. 5 50 2 
Total 26 250 10 
COUNTRY TOTAL 
Czechoslovakia 177, 402, 952 346, 665, 656 &, 755, 315 
Poland 22, 855, 580 193, 847, 112 5, 377, US4 
Hungary 13, 300, 979 126, 951, 127 3, 156, 471 
Russia _- 8, 331, 180 33, 489, 062 697, 253 
China 61, 173 4, 397, 361 92, 032 
Rumania. -. i oe 77 9, 805 518 
Bulgaria ; aa 26 250 | 10 
Total 221,951,967 | 705, 360, 373 18, 078, 683 
| 


No exports were recorded to other Soviet-bloc countries. 
6. Commodity components of Brazilian trade with Soviet bloc 


The following analysis is based on the commodity components of Brazilian 
trade with the Soviet bloc in the first quarter 1955, the latest period for which 
statistics are available: 

Imports from Soviet bloc.—Brazilian imports from the Soviet bloe consist 
primarily of cement, malt, barley, iron and steel products, and manufactured 
goods. The following were the most important imports, with value in terms of 
United States dollars, in the January-March 1955 period: 

Item 
Czechoslovakia : 
nn GUNG Ts rr 
Iron and steel bars, rods, plates, sheets as 5 
Electric, diesel, and internal-combustion motors and engines____ 
Poems 2 ssccsce= ; i a crameterge a atenetaoe aioe 
Iron and steel tubes and pipes_____- 
Iron and steel wire__---- 
Tractors and parts_-_ a eas alin ere sere 
Typewriters, calculating machines, and parts__- : 3 
Bicycles and parts_ eesuee et erkere a ares x 
Emery grinding wheels________- pecipeeth sae aster tase tele ties 


United States 
dollars 
745, 625 
308, 847 
281, S85 
173, 217 
138, 409 
114, 312 
101, 815 
89, 691 
75, 193 


74, 622 


Sewing machines and parts__ a a ena ae ee eee eee. ed 63, 620 
Poland: 
I ec es ceceeien soe : ar a alee a eae 1, 897, 765 


enantio oh hee oe ert ee eo ee 
Iron and steel bars, rods, and shapes_________- 


775, 908 
274, S77 


Pe sciences aki apical hiatal ete ee 108, 726 
Iron and steel wire__- Seek tela ok Sills cattle Gece eileen sade 52, 032 
Pen ahe Bier pines and titee oo ee wis 51, 934 
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Item United States 
Hungary: dollars 

NN cM IN a rs eae as er lee Sis anlar ln plana dae 248, 404 
Cement____—- I I si eerste cts 176, 516 
Iron and steel bars, rods, plates, and sheets______-_-___---__-~--~- 112, 825 
EvOn SM S006) GRCONIED: BNGOUS 2 | a. cei nc ct me mennmedinn 78, 208 
RCCL SI OV R RINT CRO dn 6 ens enews mene naienn od 72, 897 
Lathes and machine tools_____.---- cineca Aspect a ct 48, 509 
Photograph and cinema apparates. 5 saa Se ec seeccse 47, 000 
TeOVEION Cen. ORS i os be cent eeeees seeene nance 45, 890 
Sewing machines and parts._.-.-_-....-..-.---- Saeumismaee ence 32, 620 
MOS OPET GI ORO IE ini cecs chine se dan ee bao 31, 000 
Engines and motors, electric, diesel, and internal-combustion___~- 27, 128 
Welding GHG sorcerer GUpRratG ote eS oe oe eae ne eecntncnns 26, 731 
Rend apnea weenie ss tee eee See 24, 000 


In the period covered, there were no imports from other Soviet-bloc coun- 
tries. 

Exports to Soviet bloc—The following were the principal exports to the So- 
viet bloc in the first 8 months of this year: 


Value in 
United States 

Items dollars 
INN oo icing occ be eo ett tees a ese eee 
I nS as ood ee ee _. 1, 395, 020 
ak es BOE SP A a, scensendeeguilgh tiers tecssaumerdbdebeanaaestaall 1, 313, 741 
NTN aaa ccc hcg essing po mnie Nace on th gs a aka x Se ee ante 24. 2IT 
pen Gna Ok. . ~ 6 cee an~ Fi oi sll ws a Ret ode Been Geen ition T09, 065 
A a a a as a al le cn ae 415, 517 
NE hee ce cee ee eae. eaten ere tee Coben er 121, 253 


By country of destination in the Soviet bloc, the following were the primary 
exports in the periods covered, together with value in United States dollars: 


Value in 


Items United States 
Czechoslovakia : dollars 
Cocoa beans. 2205 SC PE a a} Se) 1, 972, 495 
WER seb cancectuscteugtings iliac. daetnh Se. sindioike sees 965, 205 
Gelieditiides nmd: SMB 2 oi tein cece ol onl le 709, 065 
I ii a ia ata a fat are ea nasi cia Rd Aik sae Bs 615, 977 
CRUG isc ask tities. tee ssbb ee aS. @ naiice len 415, 517 
Cette ss jo cw eutlueus Jouss bod. deena n debi eee 48 96, 428 
COON 2. esti ester... el ee es ee nce aoielna 97, 264 
OE 8 eae bedeeee ee aaebich ih oo ekeklin gee 74, 200 
TOA OUT isa ns mish Snes rene ll pac ate tes aloes ects 24, 703 
Poland: 
a a ra dln lg hear 1, 020, 795 
CIIRNIINID =< ssibt-cscintsnsnninaitiiesesii ni ios oat le pal cele iain cll aii anita lin hte a 348, 536 
NE IE i coins. sdicrccemiabidilaaniinitnytdhlntheeetsn Cada aiieatis picnic tane Soars 313, 999 
IORI scissile inks enone Sonali i asic bclaae iinet 105, 300 
a aac vce sok Cheah as aicoubane bet ale aadaaeie: dba Malatices 47, 053 
Hungary: 
IO ING acs os sesss caiman ns cles ea aeeecmnpn ene Wasaga inate oaieleiaieninmanaea dares 499, 148 
A inimical Sip pains caala acceameniak ilnateainataat a tial hae cama aihlad 228, 197 
Eh saa teins iin aires cates hin este ga Agel an tip —s 49, 600 


Others: Principal Brazilian export to China in the period covered wus 
20,000 kilograms of cocoa butter, valued at US$31,080. Other exports 
to China and shipments to Rumania and Bulgaria were of minimal 
value. 


Norr.—Since dollar values were not included in official statistics released for the years 
1951 through 1953, the figures given were prepared by the Embassy, using the following 
official rates: Exports, US$1—Cr$18.38; imports, US$1=—Cr$18.72. For 1954 and Janu- 
ary—June 1955, the dollar statistics have been taken from official trade summaries and are 
based on the dollar values given in the import and export invoices. It should also be noted 
that since implementation of the present exchange system in October 1953, the cruzeiro 
figures include exchange premiums paid by importers to the Bank of Brazil and bonuses 
paid by the bank to importers. Since neither premiums nor bonuses are included in the 
dollar figures, the dollar and cruzeiro totals shown are not comparable. For this reason, 
while the dollar values lend themselves to trade calculations and comparison with previous 
periods, the cruzeiro totals do not. 

Source: Official Brazilian trade statistics, Ministry of Finance. 
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Mr. Movuntatn. Since March of 1955 the position of the cruzeiro 
seems to be firmed up. Is this a trend or an accidental thing? 

Mr. Trerru. It is a complete anomaly and I thought you would 
probably notice it. The quotation for the dollar has been going down 
in terms of cruzeiros, contrary to every fundamental economic factor 
in Brazil. By contr ‘ast the dollar with which you buy commodities 
has been going steadily upward. This brings up the nature of the 
free market. Law 1807, of November 1952, specifically forbids any 
transaction of a commodity nature in this market. Ié is solely for 
financial transactions. This, in a sense, is divorced from the funda- 
mental determinants of the free rate of exch: ange. Recent months 
have been unusual. Coffee sales have increased greatly and it is 
believed that the amount of underinvoicing of coffee has increased 
percentagewise. Sellers of Brazilian coffee have about $3 per bag 
at their disposal in New York which they bring back here and sell. 
The market is not large, say less than $10 million a month. 

Another factor in lowering cruzeiro quotations for the dollar has 
been the transfer of large amounts of dollars here by American com- 
panies who either w ished to establish new business or provide working 

‘apital for existing companies., They had to bring free dollars in, 
sell them, and get cruzeiros for them. Thus the free market has 
moved against all other Brazilian economic trends. 

Mr. Mounrarn. I believe you indicated the inflation was a con- 
tinuing problem and you feel this will not reverse itself as time 
goes on? 

Mr. Terri. Yes. If inflation continues the cruzeiro will become 
worthless. In the long run, its value in exchange for other currencies 
will depend on its relative purchasing power. ‘This is a truism, but it 
explains in what direction the rate w ill move. 

Mr. Mounrtarn. Isn’t the monetary sector of the economy limited 
to the larger centers of population ? 

Mr. Terri. That is difficult to answer. However, the nonmone- 
tary sector of the economy is steadily shrinking in importance. With 
improved communications and greater mobility of the population, 
the nonmonetary group is becoming ine reasingly small. The Brazil- 
ians respond to price incentives very readily. 

Mr. Mountain. We were informed in Washington that the mone- 
tary sector of the economy was so small and dependence on single 
exports such as coffee so great, that a fall of the coffee price in the 
world market today would be immedi: ately reflected in dislocations 
in Brazil in 24 hours. 

Mr. Terr. If the monetary sector of the economy were small, 
fluctuations in exports wouldn’t make much difference. In the last 
century the market for rubber died off; all this affected at the time 
were luxury imports for the aristocrats, such as velvets, et cetera. 
When imports are cut back, it affec ts the country’ s industrial processes 
There have been migrations from the north to the cities like Rio 
that are of first magnitude and the nonmonetary sector is becoming 
increasingly small, 

Mr. Motnratn. Are the agriculture sectors within this monetary 
system ? 

(Discussion off the record.) 


a 11:15 the committee took a recess and resumed session at 
11:30.) 
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Mr. Mounrarn. Mr. Terrill, the committee has followed in Wash- 
ington the study made by Robert Heller & Assoc lates, a year or more 
ago, of the operations of the Department. One of the things which the 
Heller people did was to go to some overseas posts and examine their 
operations. Brazil was not one of those posts but they did make some 
observations which we would like to ask you about as to this job here. 

These notes were reconstructed by Robert Heller & Associates at the 
request of this committee. I would like to read a portion of their 
notes which is called Foreign Economic Reporting: 

Attention was given to problems which existed in regard to foreign economic 
reporting at the various posts visited. It appeared that personnel engaged in 
foreign economic reporting activities were not too aware of or overly concerned 
with the differences of opinion on this subject that existed between the Depart- 
ment of State and other governmental agencies. On balance they prepared 
reports to the best of their ability, without too much bias for any agency— 
although there was some tendency to favor the Department. It was observed 
that insufficient training had been provided by the Department to bring economic 
reporting to a high level of proticiency. It was also noted that insufficient 
manpower was available to handle expeditiously the workload in posts by the 
Department and other agencies. 

Would you care to comment on that / 

Mr. Terrttt. I would say that for almost 2 years our manpower 
was quite inadequate, but the economics staff has since been built up, 
and we now have a reasonably adequate group of officers who are 
excellently qualified and who are preparing high-quality reports on 
all phases of the Brazilian economy. 

Mr. Harpy. What about the Heller statement that sometimes the 
reports were slanted to reflect the attitude of the State Department / 

Mr. Mounrarn. You haven't had any complaints regarding ade- 
quacy of these reports for the purpose of the agency for whom they 
were prepared / 

Mr. Trerrtiz. IT don’t recall any case except when our staff was seri- 
ously deficient and we were behind in reporting, both required and in 
response to specific requests, but nothing of the broad character that 
the Heller report notes. 

Mr. Harpy. You would relate the criticism to the timetable rather 
than the content of the repor ting done? 

Mr. Terris. Yes, sir: the dific ulty arose because of inadequacy of 
staff. This has now been taken care of reasonably well, although we 
certainly could use additional reporting officers with specialized knowl- 
edge in certain fields, such as petroleum. Mr. Emerson Brown, who 
is one of our senior and most competent mineral attachés, has to take 

care of all mineral and petroleum affairs in Brazil, which is obviously 
an impossible job. 

Mr. Mounvratn. I read further from the Heller field notes: 

There was a lack of sufficient funds to permit the economic analysts to perform 
the necessary fieldwork. These factors delayed the completion of economic 
reports and were responsible, in part, for criticism by other agencies of the State 
Department’s administration of this task. 


Do you care to comment on that, Mr. Terrill ? 

Mr. Terrmrt. We have not had sufficient staff or funds to allow 
officers to travel widely and to visit actual economic operations in 
Brazil. To the greatest possible extent, however, we have encouraged 
plant visits and talks with Brazilian businessmen. 

Mr. Mountatn. Do you feel that larger funds for travel purposes 
would facilitate your work ? 
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Mr. Terrtii. That would be a general Embassy question which I 
would like to defer to another time. Certainly insofar as the economic 
work goes, a reasonable increase would be desirable, and some corre- 
sponding increase in staff so that our officers could get more time away 
from their desks. 

Mr. Mountain. Has it been a critical matter ? 

Mr. Territi. No. 

Mr. Meaper. May I ask what assistance you get from the consulates 
on that ? 

Mr. Territi. We get a certain amount, but such assistance is not a 
substitute for adequate Embassy personnel. In most cases we are 
dealing with an industry as a whole or with government policy , and 
usually it centers here in Rio. We call mainly upon the Sao Paulo 
consulate for assistance regarding various industries, such as the chem- 
ical industry or glass industry. They get the data we need and send it 
intous. They also do important voluntary re porting which they send 
directly to Washington with copies to us. There is oe nt informal 
collaboration with this consulate as well as with others 

Mr. Mraper. I thought that would have a bearing on the amount of 
traveling done. 

Mr. Territn. It helps but there is no substitute for the direct know]- 
edge of these plants and their personnel by the officer responsible for 
the reporting. 

Mr. Meaper. Has the separation of the agricultural attaché into 
the category of an employee of the Department of Agriculture im- 
proved his situation, as far as travel goes? 

Mr. Trerriti. He would have to speak to that question, although 
[ know of no previous instances when he couldn’t travel as he wished, 
and he did so. 

Mr. Mounrarn. Mr. Elkinton, would you please state your name 
and title for the record ? 

Mr. Exxtn'ton. My name is Charles M. Elkinton and I am the agri- 
cultural attaché of the Embassy. 

Mr. Mountarn. Mr. Elkinton, you have been here both before the 
separation of the agricultural attaché and since? 

Mr. E.xryton. No; only since. 

Mr. Mountatn. Do you have any information as to what the situa- 
tion was for your prodecessor / 

Mr. Exxinton. The assistant agricultural attaché has indicated 
that the funds are somewhat more adequate than previously. There 
has been some increase in funds, although he did not indicate a serious 
handicap previous to the shift over. 

Mr. Harpy. On that agricultural attaché angle of the present estab- 
lishment, what happened to the people that used to perform the service 
which is now being performed by Mr. Elkinton? 

Mr. Terra. Our previous attaché was transferred to Havana. 
His assistant is still here. Mr. Elkinton has been brought in and an 
additional man has been provided for Sao Paulo. 

Mr. Harpy. We have got a change of system, as I understand what 
you are saying; we now have more people performing the agricultural] 
economic work than we had under the old system; is that right? 

Mr. Exxrinton. As of today, it is the same. The Department of 
Agriculture has provided a second United States assistant for this 
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office. He, I am told, will report sometime between January and 
June of next year. 

Mr. Harpy. My horseback reaction would be the Department of 
Agriculture feels that the people were inadequate for their needs, 
which gets right back to this original question on the overall economic 
reporting for other agencies. 

Mr. Territi. I know of no failure that ever occurred, either by 
way of travel funds, or personnel, before the reduction in staff 
occurred in 1952. There was a fairly large agricultural section in this 
Embassy and it appeared, as far as we were advised, to be quite 
satisfactory. 

Mr. Burrato. My name is Harvey A. Buffalo, administrative offi- 
cer. I would like to answer this question about travel. Mr. Boonstr: 
and his staff did have adequate funds for travel up until May of last 
year when the Department of State found itself with a deficit. Mr. 
Dunn was called upon by Under Secretary Henderson to cut back 
operations and return funds to help cover the deficit. We returned 
approximately $50,000. In returning that money we were told to cut 
out all the travel possible. Then there wasn’t travel for a couple of 
months. Mr. Boonstra called on me on numerous occasions for funds 
for travel. Since we had returned funds, the travel could not be 
authorized. 

Mr. Harpy. You sort of overstretched yourself in tying your own 
hands in giving back so much ? 

Mr. Bu rae We complied implicitly with the directive. 

Mr. Harpy. I don’t question that. 

Mr. Mountain. Mr. Terrill, I will quote further from the Heller 
field notes : 

There was insufficient guidance from the Department as to the basic character 
of economic work. Little attempt w yas made to facilitate communication between 
personnel engaged in economic reporting and other Government agencies who 
had a primary interest in the reports prepared. 

I assume this applies to the field and not to Washington, in this 
particular context. 

Mr. Territt. I have no knowledge of such a state of affairs as it 
might have existed in this Embassy. The reporting officers are usually 
in pretty close contact with the agencies. I daresay that Mr. Brown 
is known to almost all the oldtimers in the Department of the Interior, 
Bureau of Mines, United States Geological Survey. They make trips, 
see him frequently, and so forth. We have the same thing with respect 
to Commerce. Also in the field of atomic energy. We have had ade- 
quate contacts on the whole with our Washington counterparts. 

Mr. Mounrarn. As we interpret it, it pertains to such agencies in 
the field as United States Operations Mission people. Perhaps not 
entirely, but I think mostly to the relations between the United States 
Operations Mission and the economic section of the Embassy. 

Mr. Territy. I doubt if that applies to the economic section of the 
Embassy. I know of no failure of communications with other agen- 
cies. To give a further example, the CAA has had a man here for 
some time before he recently was withdraw. He functioned as a part 
of our Civil Aviation Coordinating Committee and was thus in touch 
with all local aspects as well as his Washington agency. 

Mr. Mountarn. Will you comment specifically on the relationships 
between your section and the United States Operations Mission ? 
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Mr. Trerritt. The United States Operations Mission is concerned 
with technical assistance and is operating a number of such programs 
here in Brazil; we are, on the contrary, engaged in reporting, repre- 
sentation, and negotiation on the policy problems and factual devel- 
opments of the Brazilian economy. Thus we have different orienta- 
tions, different subject matter, and different types of officers. A doc- 
tor is not a reporting officer, and vice versa. 

Mr. Mountain. Would you regard these people as having a primary 
interest in the reports prepared? The Heller field notes say: 

Little attempt was made to facilitate communications between personnel 
engaged in economic reporting and other Government agencies who had a primary 
interest in reports prepared. 

Mr. Trerrity. Those are al! available, sir. Every report, certainly 
of an unclassified nature, is sadily available to them. 

Mr. Mountarn. In what form ? 

Mr. Terr. In the typed or written form. 

Mr. Mountain. Are they held here in a file or do they get copies? 

Mr. Terri. Whether they automatically get copies, I doubt, but 
copies are available. They attend our staff meetings, we attend theirs; 
they attend the Ambassador’s meetings; we prepare a summary eco- 
nomic report for Washington each week of which they receive a copy 
in their office. 

Mr. Movunratn. Other than that they are not on your distribution 
list ? 

Mr. Territi. There are 90 USOM officers, and they are not on the 
list. 

In specific fields of work, our former agricultural attaché and the 
Chief of the FOA Agricultural Section were in constant communi- 
‘ation and knew each other well. 

Mr. Mountain. Have they ever requested to be on the list ? 

Mr. Territt. The mission has requested reports of particular in- 
terest. If they received copies of all the reports we sent out, they 
would be completely swamped. 

Mr. Mountatrn. Do they agree to that basis? Haven’t they asked 
for more reports ? 

Mr. Trrriti. No; because when things of specific interest come up, 
they are informed. May I explain further? There was a 6-month 
period for which we recently took an inventory. Although our staff 
complement was not filled, the number of reports and dispatches we 
submitted was about 600. One hardly could expect the FOA people 
to do anything else if they read and digested all those reports. 

Mr. Mounrarn. Then as far as you know the distribution of re- 
ports to other interested United States agencies in Brazil is adequate? 

Mr. Terri. Yes, sir. They hear these orally in weekly meetings 
on 2 or 3 different levels. 

Mr. Harpy. I was interested in a partial delineation which you 
made of the distinction between the positions of economic counselor 
economic operations within the Embassy, and the area of the respon- 
sibility of the United States Operations Mission. I am not sure that 
the delineation which you gave was as complete as I would like to 
have. I believe that a moment ago you indicated that the function 
of the Operations Mission is to administer the technical assistance pro- 
grams. Isthata delimiting reference ? 

Mr. Territu. I was speaking in a general sense. 
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Mr. Harpy. I am, too. I am not thinking strictly about the local 
situation. I am thinking in terms of generalities and in terms of the 
distinction you indicated that the Embassy’s responsibility is cover- 
ing economic policy and reporting. Am I to understand by that that 
the ICA, the United States Operations Mission, has no responsibility 
in the area of policy or in the development of new programs which 
might entail some policy considerations 4 

Mr. Territyi. I think most of their programs entail such consid- 
eration. They arise at the time of budget estimates, for example, and 
discussions are held with the Ambassador and the staff. I will defer 
to the Ambassador on this matter since it involves coordination. I 
was previously speaking of day-to-day matters rather than on the for- 
mation of their overall program. 

Mr. Harpy. I would think it would, unless the responsibility for 
the development of new programs or the expansion of existing pro- 
grams rests in other hands than the Operations Mission. 

Ambassador Dunn. In the discussion of the programs they plan 
to carry out, as Mr. Terrill said, they consult with me, and I bring in 
the staff of the Embassy also. Once the program or project is ap- 
proved, their job is toe arry it out. 

Mr. Territi. Let me give you an illustration. We recently signed 
with Brazil a technical assistance agreement in the field of radio 
aids to air navigation. There is an economic aspect to the matter 
as well as a strategic aspect, and the ICA mission was in on it 
from the very beginning. Policy implications were also discussed 
with other United States representatives, including the Air Force. 
‘This new project which involves several million dollars over a period 
of a few years and was very carefully considered by all the groups 
who had an interest in the subject. I use that as an illustration 
because it is the most recent and the largest. 

Mr. Harpy. Was that developed into a technical assistance project ? 

Mr. Trerriti. Yes. Final approval has come in from the ICA in 
Washington. CAA staff will next come down to teach the necessary 
procedures to the Brazilians and set up demonstration equipment. 

Mr. Harpy. Those people come in relatively new. Their activities 
us employees of a United States Government agency are of critical 
concern to the Embassy, and yet they come in relatively fresh, oper- 
ating under the ICA group. Does ‘that sort of thing ever present 
any problem of administration or operation ? 

Mr. Terri. I don’t believe it presents any difficulties. They will 
be operating within a joint group with the Brazilians, whose side 
will be headed by an official designated by the Brazilian Air Ministry. 
No frictions or undesirable situations should develop. 

Mr. Harpy. How closely are they tied to the Embassy’s operation ? 
Are they tied in at all other than through the United States Operations 
Mission’s Director ? 

Mr. Trerritt. Only in a sense that all American personnel here 
and their activities are subject to the supervision of the Ambassador, 
but their direct supervision is by the USOM. 

Mr. Harpy. I would like to have developed somewhere—I am 
thinking more in terms of general applicability to this job than I am 
specifically as it applies here—but I think we are going to need a 
clear delineation of the areas of authority of these two positions. Do 
we have anything of that kind? 
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Mr. Mountarn. There is an Executive Order 10476, of August 6, 
1953, which does clarify the position of the Ambassador. I presume, 
Mr. Dunn, that this order is still in effect and is the basis of your 
current operations ¢ 

Mr. Harpy. I don’t know how the Ambassador interprets it, be- 
cause I believe it would require some ingenuity to get something 
workable out of it. 

Mr. Dunn. The policy part of this aviation project which affects 
the interest of the United States and our representation here, was 
thoroughly canvassed by various sections of the Embassy, not only 
ICA but the civil air attaché and the Air Force attaché all worked 
on policy recommendations and the approach to the Brazilian Gov- 
ernment. Once an agreement is signed, it becomes a purely technical 
operation of inst: alling apparatus and training the Brazilians. The 
experts from the C AA carry it out. The money comes from the 
appropriations for ICA. 

Mr. Harpy. How was that project generated in the beginning? 
Did it grow out of a policy decision that something needs to be done 
to improve navigation aids, or what ? 

(Discussion off the record.) 

Mr. Harpy. It grew out of a recognition of a problem by the agency 
that had a direct interest; isthat right? Inthiscase,CAA? 

Mr. Territy. Yes, sir; CAA was present. 

Mr. Harpy. Who generated the recognition of a problem that needed 
consideration for technical assistance? Was it the military or CAA? 
Was it somebody in the Brazilian Government; the economic coun- 
selor tothe Embassy? Or was it the Director of the ICA? 

Mr. Territy. It was the Embassy that had noticed the existence of a 
serious condition. There had been a long history of fumbling efforts 
to establish a modern system of aids to aerial navigation in Brazil. 
Nobody knows where airborne planes are, since there is no radar mon- 
itor. Other homing devices are also inadequate or lacking. We rec- 
ognized the possibility of bringing in United States technical assist- 
ance on a modest scale to get the Brazilians started. We cleared the 
idea with the Foreign Office. The Air Force people talked it over 
with their colleagues. The Brazilian Minister of Air then wrote : 
letter to the Ambassador outlining briefly what he had in mind anid 
asking if we would make a study ‘of the situation and what could be 
done. After consultation among Washington agencies, we replied 
affirmatively and a preliminary study was made in collaboration with 
the Brazilians. This report was studied by both sides and an ICA 
project agreement was subsequently drawn up, approved, and finally 
signed. This was a lengthy process and the project didn’t spring out 
of : anybody’s head full-! Jlown. 

Mr. Harpy. I was trying to see if we could find out any clear line 
of demarcation of the areas of responsibility of these two functions. 

Mr. Terry. This is a good illustrative case. We are responsible 
in the Embassy for civil aviation policy matters in Brazil; the USOM 
has a specific technical assistance project. It is an entirely different 
type of activity, requiring a different kind of personnel. It doesn’t 
involve the functions of reporting, negotiations, and representations, 
which are the Embassy’s responsibility in this field. 

Mr. Harpy. I am still having a little trouble in pulling together the 
negotiation, the reporting, and representation. I don’t know how 
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much negotiating the Director of ICA ought to do, but the question 
of developing a program, trying to show the responsibility for devel- 
oping a program—I am wondering whether we haven’t two people 
who each has more or less analogous responsibility in the field. 

Mr. Terriiu. I think it was clearly for the Embassy to decide ini- 
tially whether this project was in our interest or not. 

Mr. Harpy. Through political expediency ICA, or FOA, was given 
an independent status. After that happened, I am not sure that we 
aren’t confusing political expediency with some changes that ought 
to be made in operating procedure. 

I think we can pursue this question after lunch. 

(Whereupon, at 12:05 p. m., the committee adjourned to reconvene 
at 2:40 p.m.) 

AFTERNOON SESSION 


The meeting came to order at 2:40 p. m. 

Present: Representatives Porter Hardy Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor Knox. 

Also present: Hon. James C. Dunn, United States Ambassador to 
Brazil; William C. Trimble, Minister Counselor; Robert P. Terrill, 
economic counselor; Charles M. Elkinton, agricultural attaché; John 
M. Vebber, public affairs counselor; Howard A. White, press attaché ; 
Edward Heffron, information officer ; Irving Salert, labor attaché; Dr. 
Lamar A. Byers, medical officer; Harvey A. Buffalo, administrative 
officer; William E. Warne, Director, United States Operations Mis- 
sion; Robert Groves, Deputy Director, United States Operations Mis- 
sion; and William W. Crowe, Jr., Executive Officer, United States 
Operations Mission. 

Subcommittee staff members present: Maurice J. Mountain, com- 
mittee counsel; Walton Woods, staff investigator. 

Mr. Harpy. Mr. Ambassador, the question was raised about the 
development of technical assistance programs and about gearing 
those programs to the needs and the judgment of the American busi- 
ness community. That ties in somewhat with the subject we were 
discussing when we adjourned before lunch and it leads me to the 
question of where the responsibility rests in the field in your opera- 
tions here for the generation of a new program of technical assistance. 
Does that rest with the economic functions of the Embassy or is it a 
responsibility of the Director of ICA ? 
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FURTHER STATEMENT OF HON. JAMES C. DUNN, AMERICAN AM- 
BASSADOR TO BRAZIL; ACCOMPANIED BY WILLIAM C. TRIMBLE, 
MINISTER-COUNSELOR; ROBERT P. TERRILL, ECONOMIC COUN- 
SELOR; CHARLES M. ELKINTON, AGRICULTURAL ATTACHE; 
JOHN M. VEBBER, PUBLIC AFFAIRS COUNSELOR; IRVING SALERT, 
LABOR ATTACHE; DR. LAMAR A. BYERS, MEDICAL OFFICER; HAR- 
VEY A. BUFFALO, ADMINISTRATIVE OFFICER; WILLIAM E. 
WARNE, DIRECTOR, UNITED STATES OPERATIONS MISSION; 
ROBERT GROVES, DEPUTY DIRECTOR, UNITED STATE OPERA- 
TIONS MISSION; AND WILLIAM W. CROWE, JR., EXECUTIVE 
OFFICER, UNITED STATES OPERATIONS MISSION 


Ambassador Dunn. It is the responsibility of the ‘Director of ICA 
to work up and draw up his plan of operation for budgetary purposes 
and approval by his agency in Washington. But under the new sys- 
tem, since this agency has been brought into the Department as the 
ICA, we have had instructions that the program should be submitted 
to and considered by the Ambassador. That has already taken place 
for the next fiscal year. The USOM Director has drawn up his pro- 
gram and submitted it to me. I have discussed it with members of 
my staff and have given our approval of it. We were also instructed 
by the State Department to send in a separate report giving our com- 
ments on that program, and this has been done. The Director was 
shown this report. 

Mr. Harpy. Just for the sake of discussion, and it has no other 
significance at the moment, were there any new technical assistance 
projects included in that budget request ? 

Ambassador Dunn. Yes, one has to do with a small operation in the 
field of community development in the western part of the State of 
Parana; the other related to housing. The other was to have a hous- 
ing expert come down and help some of the new fast-growing com- 
munities in their planning for housing and urban development. Both 
projects are very small in amount. 

Mr. Harpy. Even though that might have been a small operation, 
on the housing phase of it, do you know how that project was gen- 
erated? For instance, the business of collecting economic data reposes 
with Mr. Terrill’s office. Presumably the data collected by Mr. 
Terrill’s organization must have been pertinent to a decision that had 
to be made by the Operations Mission people. How was that tied in 
or did they make a decision independently of Mr. Terrill’s office? 

Ambassador Dunn. Yes. Am I correct, Mr. Terrill? 

Mr. Terriwy. Entirely. 

Mr. Harpy. I wonder if we dont have an awful lot of waste motion 
in such an operation ? 

Mr. Terri. I could make one minor comment. I don’t believe 
it was felt that this housing project would have immediate direct 
economic significance. It was more in the general realm of bettering 
living conditions. 

Mr. Harpy. So that had a sociological aspect, too? 

Mr. Trerritt. We assume there are plenty of architects in Brazil. 

Mr. Harpy. I suppose that could apply to health also. [I still 
haven’t been able to get the answer that will clarify my own thinking. 
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Mr. Dunn. A directive might come down from the head of the 
agency in Washington, saying, “We think there ought to be some 
urban planning development.” As to this particular ‘project, I don’t 
know how it or riginated, but it came to us for approval. 

Mr. Harpy. I expect that is how it happens, but how in the name 
of goodness the people in Washington can write about something down 
here that needs sociological elevation, I don’t know. 

Ambassador Dunn. It might not apply here. 

Mr. Harpy. I don’t know whether I need to pursue this any further. 
Let’s drop it. 

Mr. Mountarn. Mr. Dunn, I would like to ask a followup question 
to your answer that you are guided essentially by Executive Order 
10476, and its amendments. Has the relocation of the technical 
assistance program under the ICA, and within the Department as 
a semi-autonomous unit, altered your relationship to that activity ¢ 

Ambassador Dunn. Yes; the entire operation of the program and 
projects are put under the control of the Ambassador. Before that, 
the Ambassador had nothing to do with the specifics of the FOA pro- 
gram. The Department’s new instruction makes the Ambassador 
directly responsible for the approval or disapproval of their program, 
not just coordinating it with the Embassy. 

Mr. Mraprer. Do we have a copy of the fiscal 1956 instructions to 
USOM? 

Mr. Mountain. No. 

Ambassador Dunn. The director received ICA instructions to draw 
up his new program for presentation but to submit it to the Ambassa- 
dor for his approval. We had separate instructions to study and 
comment on the program, as I said before. Furthermore, we were 


requested to send a separate telegram giving our position and com- 
ments. 

Mr. Mountain. I would like to request the Embassy to supply us 
with a copy. 

Ambassador Dunn. Certainly. 

(The document referred to follows :) 


AMEMBASSY, Rro DE JANEIRO (319) 
SEPTEMBER 9, 1955. 
CA-1020, August 5, 1955. 


1956 BILATERAL TECHNICAL COOPERATION PROGRAM 


The Embassy has reviewed the recommended program of technical cooperation 
for 1956 as submitted in TOICA dispatch A—229 of August 19, 1955. On the busis 
of discussions with the Director and members of his staff, the Embassy considers 
that the program as set forth is adequate in scope and reasonably well balanced 
with respect to expenditures on programs in the various fields. The Embassy 
therefore concurs in general with the USOM—Brazil proposals and has the fol- 
lowing specific observations which may be of interest to the Department. 


AGRICULTURE 


The Embassy notes that owing to the slow pace of recruiting United States 
technicians, the proposed staff exceeds the present staff by more than 50 percent. 
It is thus evident that the increased effectiveness of the agricultural program 
will depend largely on the extent to which additional and suitable personnel can 
be provided. 

The Embassy has also noted with approval that $300,000 of previously unspent 
grant funds have been carried forward from fiscal 1954 and will be applied to 
the current program. The Department’s attention was previously called to this 
matter in the Embassy’s telegram 839 of March 9, 1955. 
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GEOLOGY 


The Embassy is familiar with the program of geological reconnaissance now 
in progress and feels that it is soundly conceived. The proposed increase in 
staff and number of trainees are desirable in the interests of this work. 


MINING 


The mining program which has hitherto been carried on by one technician 
should be increased as proposed. 


CIVIL AIR 


The Embassy notes that $87,600 has been proposed for this program under 
priority A and $227,600 under priority B, the difference being attributable to the 
inclusion in the latter figure of the cost of operating a suitable laboratory plane 
to earry out the program of installation of radio aids to navigation. The Direc- 
tor has assured the Embassy that even though allocations do not exceed the total 
amount contemplated in priority A, provision probably can be made to secure 
the necessary aircraft. The Embassy has taken note of this assurance and calls 
the Department’s attention to the importance of this project and the United 
States commitment with regard to it. 


LABOR 


The Embassy had previously pointed out in its telegram 839 that a substantial 
increase in the labor trainee program would be desirable and that funds for 
this program should be substantially increased from the then existing level of 
$55,000. The Embassy has therefore noted with satisfaction that as of June 30, 
1955, an additional $50,000 was provided and that this level of expenditure ($105,- 
000) is to be maintained during the coming fiscal year. Candidates now in 
process under 1955 funds plus additional trainees to be selected for the 1956 
program should bring the total to a desirable level. 





HEALTH 





AND SANITATION 
The proposed amount included under priority A is virtually unchanged from 
that of the previous fiscal year and priority B calls for an increase of approxi- 
mately $80,000 which would be used for additional trainees. Since the Brazilian 
cooperating agency, SESP, has now become well established, the Embassy has 
raised the question as to whether it would be desirable to begin tapering off 
the United States contribution. Reply has been made to the effect that any 
reduction of funds this year would be unwise in view of new projects being 
initiated by SESP in areas of Brazil where there have been no previous programs 
and where United States support is urgently needed and will increasingly be 
concentrated. (For further details, see TOICA 229. ) 


PUBLIC AND BUSINESS ADMINISTRATION 





The Embassy notes that the proposed expenditures on these two programs are 
of the same magnitude as in the past fiscal year. The Embassy considers the 
public administration program to be sound and desirable and believes that the 
United States expenditures are on an appropriate scale. It is our understanding 
that the authorized number of United States technicians will remain approxi- 
mately unchanged but that existing staff vacancies will be filled. 

The Embassy regards the business administration project as a special case in 
Which assistance is being given to Brazilians to begin a new institution. It is 
believed that the United States contribution should be held down to a moderate 
scale since the Brazilian business community is fully capable of supporting this 
enterprise. The Director has assured us that this corresponds with his intentions. 





SOCIAL WELFARE 
Although the Embassy is not in a position to judge the effectiveness of this 
relatively new program, Brazil’s need for United States assistance on a moderate 
scale is evident. The Embassy accordingly believes that the substantially in- 
creased budget proposals for fiscal 1956 are warranted. 


73434— 56- -4 
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HOUSING AND COMMUNITY DEVELOPMENT 


Since these programs are necessarily experimental in character, the Embassy 
suggests that they be kept under particularly close scrutiny to determine 
whether the results justify proposed expenditures, having in mind the require- 
ments of other programs. 

JAMES CLEMENT DUNN. 

Mr. Mrapver. Mr. Dunn, where are the connecting points in your 
channels as compared with Mr. Warne’s. I assume you reach a point 
where you don’t agree and he goes up his ladder and you go up yours. 
Where do you meet ? 

Ambassador Dunn. I don’t know. 

Mr. Mraper. Who is Mr. Hollister’s immediate superior? To 
whom does he report ? 

Ambassador Dunn. I don’t know, but I think he is under the 
Under Secretary—yes, the Under Secretary. 

Mr. Trerritt. Some technical and lal points are involved. The 
Congress in previous legislation gave FOA specific functions. _Pub- 
lic Law 480 provides an example. These functions were transferred, 
I assume, directly to the new ICA. In other words, these functions 
had been reassigned by Congress to the Secretary of State for delega- 
tion by him to ICA. The problem is really one that gets back to the 
intent of the Congress. 

Mr. Harpy. The intent is sometimes a little hard to pick up, even 
for us. 

Mr. Trrrit. We assume that duties originally assigned to FOA 
under existing legislation still have the force of law. 

Mr. Harpy. That fundamentally is the basis for a good many of 
the questions I have been raising here. It is entirely possible that at 
least a substantial part of this confused situation between the ICA 
and the Embassy staff may be due to a legislative situation, but that 
is one of the things we are trying to find out. 

Mr. Terriwy. I think that is the case. We get a number of tele- 
grams in which we have instructions from the State Department and 
from ICA, jointly, and then it is up to us to straighten the situation out 
here. 

Mr. Harpy. I can see that you might have some hesitancy, too. We 
are asking for your criticisms of the legislative situation as it exists. 

Ambassador Dunn. I think the point he brings out is very im- 
portant. 

Mr. Territu. It seems fundamental. 

Mr. Trimpie. This is a problem which is causing us some difficulty 
here. Under FOA, and now ICA, we have two types of operations, 
broadly speaking. One is point 4, or technical assistance. The other 
is economic aid. The latter has prevailed in Western Europe. In 
certin countries we have them both. In Brazil, and I believe in most 
Latin American countries except Haiti, Bolivia, and Guatemala, it is 
only point 4. However, we receive instructions from Washington 
from State and ICA which are directed to all posts in the field and 
sometimes concern questions which don’t relate to point 4 at all. They 
would be applicable in a country where the economic-aid program is 
being carried on, but it is not applicable here. 

Mr. Harpy. Do they tell you it is not applicable? 

Mr. Trrmsie. No. In the past the Embassy has had to figure it out. 
A new instruction was received today from ICA and State—does it 
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mean the USOM here now gets into a field previously handled by the 
Embassy or not? It is confusing. 

Mr. Harpy. They are exporting their confusion from Washington. 
In that connection, I think this would be an appropriate point in the 
record to suggest that our staff examine some of the directives that 
have been received before we leave, and Mr. Mountain, I want to make 

certain selections from among those directives to be obtained either 
here or after we get back to WwW ashington. 

Mr. Mountain. Yes, sir. 

Mr. Trrriti. Some involve simply matters of coordination; others 
leave us in doubt. 

Mr. Harpy. I think that is the type of difficulty on which we can be 
of help. 

Ambassador Dunn. Some of the difficulty relates to legislation. 

Mr. Mraprr. Where there is a controversy between ‘the point 4 
mission or the Ambassador which might be nothing more than a dif- 
ference of interpretation of a directive, what are the channels through 
which you and Mr. Warne have to go to resolve the ambiguity ? 

Ambassador Dunn. We report to the Secretary of State. 

The report would go to the Bureau of Latin American Affairs, to 
Assistant Secretary Holland who heads the section we work under. 

Mr. Meaper. What is the next step above him ? 

Ambassador Dunn. The Under Secretary and, eventually, to the 
Secretary. 

Mr. Territu. The final solution of the problem might be made in 
the White House by the President. 

Ambassador Dunn. That could apply to another agency but not to 
ICA and the State Department. 

Mr. Mountain. Mr. Chairman, I have before me Executive Order 
10476 pertinent to this question. Section 302 applies. May I read it? 

Mr. Harpy. Please do. 

Mr. Mountatn. I quote section 302 of Executive Order 10476: 

If agreement cannot be reached, the Chief of the United States Diplomatic 
Mission shall recommend a course of action and such course of action shall be 
followed unless a representative of the United States agency requests that the 
issue be referred to the Secretary of State, and the United States agencies con- 
cerned for decision. If such a request is made, the parties concerned shall 
promptly refer the issue for resolution prior to taking action at the country 
level. 

Mr. Territt. Doesn’t that go on about the President? 

Mr. Mountain. This copy does not, to my knowledge. 

Mr. Meaper. Your point 4 problem could never get beyond the 
Under Secretary of State? 

Ambassador Dunn. Under the present setup of the ICA, as a part 
of the State Department, it shouldn’t. In the case of the USIS, for in- 
stance, that procedure would be followed. If the Director of the 
USIS ‘didn’ t agree with my recommended action, he would refer it to 
his agency. 

Mr. Harpy. Where would that finally be resolved, Ambassador 
Dunn? 

Ambassador Dunn. It would be between the Secretary of State and 
the Director of the Information Agency. 

Mr. Trimpte. [f these officers are unable to agree it would have 
to be resolved at the Presidential level. 
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Mr. Mountarn. Is your chief information representative the head 
of the USIA team here? Your public affairs officer is a USIA em- 
ployee and he is your top staff adviser on information problems? 

Ambassador Dunn. Yes. 

Mr. Mounratn. In the same sense, is the head of the technical 
assistance program, Mr. Warne, your top adviser on technical assist- 
ance ¢ 

Ambassador Dunn. Yes. He is in charge of technical assistance 
matters. 

Mr. Mountain. To what extent are his decisions or suggestions re- 
viewed by other members of your staff, or is he indeed your top man / 

Ambassador Dunn. He is the top man but when his reports come 
to me for review, I consider that 1 have the right to bring in other 
members of my staff to advise me. But is the top adviser. 

Mr. Mountain. Are there specific members of your staff who are 
normally your advisers on this matter, in addition to Mr. Warne? 

Ambassador Dunn. Yes, the Minister Counselor and the Counselor 
of Economic Affairs; I have consulted also Mr. Vebber, the Director 
of USIS. 

Mr. Mountarn. Some of the members of this committee had the 
pleasure of visiting with you in Spain, and I think we cannot help but 
be struck by the contrast between the organizational structure here 
and the one you employed there. If I rec: “all, in Spain Mr. Williams 
of FOA was your top economic adviser and Mr. Ruebottom of the 
Embassy was his deputy. Was that due to the fact that economic aid 
was involved there, as opposed to technical assistance here ? 

Ambassador Dunn. Yes, the economic aid for Spain was set up as 
a result of our agreement for the air bases. I received authorization 
at that time from the State Department and Mr. Stassen to establish 
an integrated organization combining all the economic work of the 
Embassy with the FOA operations. The FOA named the Director 
and he was also made Economic Counselor of the Embassy with the 
rank of Minister and all subordinate functions were within that 
organization. 

Thad previously done the same thing in Rome. The original MSA 
was set up, also, when I was there. The same organization prevailed 
in Paris where there was an integrated combination of the two 
sections. 

Here it is quite different. I arrived and found an FOA organiza- 
tion in being ak is dealing with technical assistance programs and 
nothing else. I don’t see any need or any way you could combine all 
those people with the economic work we have in the Embassy. We 
have the Economic Counselor with his assistants. Combined in this 
section are the Treasury representative and specialists on financial 
development, minerals, civil aviation, shipping, industry, and trade. 
All are working on the economic development of the country. The 
FOA doesn’t touch any of those. 

Mr. Harpy. The FOA would be concerned with them if there were 
any point in developing technical assistance programs in them. I 
am having a little difficulty understanding the basis on which you 
make this distinction. It would seem to me that in those countries 
where you have both economic aid and technical assistance, the load 
which the top man would have to bear to carry the whole, m: vjor re- 
sponsibility for the Embassy would be substantially greater than in a 
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country where there is nothing more than technical assistance 
involved. 

Ambassador Dunn. Why? 

Mr. Harpy. With the situation you have in Brazil, if you were to 
decide to wave aside the existing organization and personalities that 
might be involved, it would seem to make more sense in a setup like 
this than it would in Spain. 

Ambassador Dunn. You will see the character of these projects 
later and you will find they are purely technical, limited in number, 
not a very big program, really, but they have quite a large personne] 
and—— 

Mr. Harpy. I am having a little difficulty understanding why Mr. 
Terrell or Mr. Warne couldn’t handle the whole business ? 

Ambassador Dunn. That question has never arisen. 

Mr. Territyn. | suppose one answer is that I am already on duty 6 or 
+ days a week, and I suppose that Mr. Warne is too. 

Mr. Harpy. W hy ? 

Mr. ‘Terrinn. There is no one else available for specific jobs. 

Mr. Harpy. He had the whole job in Paris; didn’t he? 

Ambassador Dunn. No; he didn’t do the whole job but he was in 
the organization that did the whole job with one top man over it. 

Mr. Harpy. Maybe we have a duplication of top-level personnel 
clown here? 

Ambassador Dunn. I take what I get. Maybe that is something 
to consider. 

Mr. Harpy. The question of duplication of personnel actually is a 
secondary aspect of the problem. The problem is, how in the world 
lo these two positions operate separ ately when each of them has cer- 
tain policy responsibili ties in a sense, in the same field ? 

That isthe way Ladd up the total of the testimony we have had here 
today. Thavea little trouble understanding it. 

Ambassador Dunn. Even though the two jobs are closely related 
inasmuch as they are in the general field of foreign relations, they are 
specifically much different. 

Mr. Harvy. But you have had other operations in which you did 
tiethemin. Youhad it in Italy. 

Ambassador Dunn. Yes. 

Mr. Meaper. Mr. Chairman ? 

Mr. Harpy. Go ahead, Mr. Meader. 

Mr. Meaper. Until August of 1953 when Reorganization Plans 7 
and 8 took effect, the Institute of Inter-American Affairs and the en- 
tire point 4 program was an integral program of the Department of 
State. I don’t know whether anyone present was here before then, 
but, at that time, it would seem to me that the Institute of Inter-Ameri- 
can Affairs would be correctly under the Economic Section of the 
Iembassy. 

Mr. Terrmt. We made some minor suggestions along that line as 
to the integration of specific activities, such as agric ‘ulture, for exam- 
ple, proposing that the agricultural technical assistance be under the 
agricultural attaché. This raised the question whether there should 
be a country director for all technical assistance programs and it was 
decided that there should be such a director. It was also decided that 
a separate administrative section should be established. These ques- 
tions, as I recall, arose early in 1953. Soon thereafter ITAA was 
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brought under the jurisdiction of MSA which, under subsequent legis- 
lation in that year, became the FOA, with somewhat broader functions. 
It was then that these questions as to function began to arise in Brazil. 

Mr. Meaper. Prior to that time there had been no problem of any 
kind? It was all one organization without any conflicting responsi- 
bility or conflicting interests ¢ 

Mr. Terrivi. That’s right. 

Mr. Meaper. I have always thought the point 4 program was not 
intended to be a government-to-government situation. I thought it 
was designed to help these so-called underdeveloped countries to de- 
velop themselves, nothing more than public health, statistical and 
agricultural assistance program. 

Ambassador Dunn. They have to be government-to-government 
because you can’t operate in this country without an agreement with 
the Government. 

Mr. Meaper. I presume the Economic Section of the Embassy is 
interested in the economic health of Brazil, and if it is interested in it, 
interested in the health of the country, that would be 

Ambassador Dunn. The Institute of Inter-American Affairs was 
separate at first, then taken into the State Department, and back and 
forth, but the history has always been that aid and assistance have been 
something operated by someone other than the Secretary of State. 
This applied even when the Institute of Inter-American Affairs was 
under the State Department. Projects were decided, and the Em- 
bassies might or might not know about it. They had no responsibility 
nor authority. 

Mr. Meaper. I always wondered whether there was any enthusiasm 
in the Department of State for administering these programs? 

Ambassador Dunn. There have been several Secretaries of State 
who did not want to do it. 

Mr. Trrriti. At least it can be said the choice of whether the 
Embassies would carry on the technical assistance did not lie with 
them. That was decided at the Cabinet level. 

Mr. Mountarn. At the present time, the Embassy staff does a line- 
by-line check of the program of the ICA mission here under the pres- 
ent subordination of ICA within the Department of State. Had 
such control over ICA projects and programs existed prior to this 
subordination ? 

Mr. Trrriti. Yes, sir. We were asked by the State Department 
for general comments on the MSA and FOA programs. From time 
to time the Embassy made such comments. As to line-by-line, of 
course, we were not requested to assume such a responsibility and 
we would still not be in a position to do so. That is, we don’t know 
all of the details of a given program. We have to take a certain 
amount for granted and get information from ICA officers for pur- 
poses of the Embassy review. 

Mr. Mounrarn. Is your commentary based on the general field of 
activity or the individual project within those fields? Do you go 
into that much detail ¢ 

Mr. Trerriwi. In the case of the budget, we usually do not. How 
ever, we have made detailed inquiries on certain projects. Take the 
civil aviation matter we spoke of this morning. There we did so: 
whereas in the health program we would not get into the many detailed 
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projects involved, except where it became necessary in considering 
whether the program was well balanced. 

Mr. Mounratn. The proposal by ICA to move into a new field of 
activity would be reviewed by you / 

Mr. Trerritt. Yes; it would be reviewed by the Ambassador. He 
might ask staff opinion and in this case we would discuss the project 
with ICA officers and advise him of our conclusions. 

Mr. Mountarn. Ambassador Dunn, one matter that is a little 
unclear at the moment—we mentioned your different operations in 
Spain, different organizational structure, as compared with that you 
are currently using in Brazil. I believe your answer was that it had 
to be tailored here, and there also, to the situation under which you 
were operating. But in Spain you had a specific directive on it; 
didn’t you? 

Ambassador Dunn. No; I requested authority from Mr. Stassen 
to put into effect the integrated organization, whereas down here | 
found already in existence a point 4 organization carrying on. As 
they are doing things that are purely technical, I wouldn't be quali- 
fied to discuss some of these matters, such as public health, medical 
services, etc. I therefore consider it better to leave the organization 
as it is and carry on our economic work directly under the responsi- 
bility we have for dealing with and reporting on these subjects. 

Mr. Mountarn. What is your opinion as to whether clarification in 
Washington as to the relationship between ICA and State Depart- 
ment as applied in the field would help or hinder an ambassador in 
carrying out his functions? Does this tvpe of arrangement have to 
be tailored to the country to such an extent that there could not be 
a master arrangement ¢ 

Ambassador Dunn. It would be helpful. 

Mr. Mountatn. You don’t have such a master directive, however ? 

Ambassador Dunn. No; we haven’t any master directive. I would 
like to go on the record as being in favor, in general, of integration of 
all the work of that kind within the Embassy, strongly in favor of it 
It is more effective, efficient, and it effects economies. 

Mr. Harpy. I have had a feeling myself, as a sequel to that, where 
that is not done now in various countries it must be assumed that 
practical considerations of existing organizations and other problems 
are major deterrents to uniting these things under one operation, and 
I take it that it is essentially the thing you had here, an organization 
already set up which didn’t lend itself to immediate adjustment. 

Ambassador Dunn. That is right. My impression is that in Wash- 
a ‘all ICA must have a certain amount of reorganization 
because of this transfer—my impression is that there are many in the 
ICA particularly that are in favor of that kind of combination. 

Mr. Harpy. I think that is correct. I thought at times the resist- 
ance was coming from some of the people in State. 

Ambassador Dunn. I don’t think so, no. I can assure you State is 
in favor of it. 

Mr. Harpy. I am delighted to have your reaction. 

Ambassador Dunn. I suppose there are problems in Washington; 
you just can’t do it by fiat and with a stroke of the pen. 

Mr. Harpy. I think that covers this particularly subject, and I am 
awfully glad we were able to get that particular information on the 
record. 
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(Discussion off the record. ) 

Mr. Mounrarn. Mr. Vebber, I know that you have already sub- 
mitted to the committee a brief summary of USIS activities in Brazil, 
and for the purpose of this discussion, if you would give us a very 
brief statement of the objectives of your operations, we can proc eed 
from there. Please start by giving your full name and title for the 
record. 

Mr. Vesper. I am John M. Vebber, counselor of Embassy for public 
affairs. 

The broad purpose of the information and exchange program in 
Brazil is to explain and interpret the policies of our Government, why 
we have them, what the objectives are, and their correlation with the 
policies and aspirations of people in Brazil. At the same time we try 
to correct, by unmasking, any distortions of those policies aimed at 
undermining our position in this country. The operations are carried 
on under the direction of the Ambassador on a countrywide basis. 
The country public affairs officer is in Rio and regional public affairs 
officers are located in key cities of the country, namely, Sao Paulo, 
Porto Alegre, Belo Horizonte, Recife, and Salvador. The principal 
opposition to our policies down here comes from the Communists, but 
there is a—as I have found here and many other parts of Latin Amer- 
ica—a great reservoir of good will towards our countr vy. The number 
of newspapers in this hemisphere that carry our policies or support 
them is proof of that, but we do have a very strong opposition from the 
Communist Party, which while politically outl: iwed, nevertheless car- 
ries on through its press. It has 6 daily newspapers and some 40 
weeklies and magazines throughout the country. It carries on a very 
strong anti-American campaign. It is an activity that is tolerated 
quite apart from the political phase of the Communist activity in 
Brazil. While I feel that we still have a far greater number of public 
opinion molding elements, newspapers, press, radio, television, on our 
side, the very fact that these Communist publications reach student 
and labor groups makes the problem considerably greater there than 
it appears in discussing it here. They happen to be the elements that 
are very vital to any Communist activity in Brazil. The size of Brazil 
presents a tremendous challenge to us. The Ambassador and Mr. 
Terrill have already described the size. Specifically, I have been told 
it is not only the fourth largest country in the world in area, but it is 
the fifth largest of the free Republics of the world, ranking after India, 
the United States, Pakistan, and Indonesia. Brazil is extremely im- 
portant to our policies everywhere and the job of the USIS here is to 
support those policies, under the direction of Ambassador Dunn. 
That doesn’t sound like a very heavy briefing of our purposes but if 
vou are agreeable, Mr. Chairman, I will drop ‘it at that and throw my- 
self into the arena for any questions you might have. 

Mr. Harpy. We have a lot of data here but I have a personal aver- 
sion to this “arena” business. [ Laughter. | 

Mr. Vesper. I am on the martyr side of it. 

(Supplementary material supplied on USIS activities follows :) 


UNITED STATES INFORMATION SERVICE IN BRAZIL 


The information and educational exchange program in Brazil is administered 
under the general supervision of the Ambassador, on a countrywide basis by 
the counselor of Embassy for public affairs. There are regional public affairs 
officers at Sio Paulo, Porto Alegre, Salvador, Recife, and Belo Horizonte. 
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The total authorized complement for the entire program is 27 American and 
105 local employees ; of these 17 Americans and 51 local employees are in Rio de 
Janeiro. 

The operation budget for fiscal year 1956 is $646,080, some $143,000 above 
fiscal year 1955. 

The informational side of the program comprises press, motion pictures, radio- 
TV, pamphlets and publications, exhibits, book translations, and publicizing of 
the ICA activities in Brazil. 

The cultural side is concerned with the State Department exchange-of-persons 
program (which is administered overseas by USIS), libraries, English teaching, 
and contact with the binational centers (both Government-assisted and those 
that have no grantees). The exhibits and book translation programs are a 
joint effort of the cultural and informational media. 


PRESS 


The press section concentrates its efforts on reaching the country’s most 
important publications with news and feature material. This material is dis- 
tributed daily to 548 newspapers and 438 magazines located in 281 of the 
principal cities and towns of Brazil. These publications have a total circulation 
of approximately 4 million. Newspaper clippings show that more than 30,000 
column inches of USIS press material are used monthly. 

The wide extent of the use of this press material by the country’s principal 
publications is proof of its effectiveness. All of it is designed to have the maxi 
mum persuasive and phychological impact in furthering the country program. 


MOTION PICTURES 


The motion-picture program in Brazil is carried out by means of film libraries, 
film showings, mobile unit showings, commercial distribution of agency films, 
and distribution of locally produced shorts. There are 12 film libraries throughout 
Brazil in which over 650 different titles in Portuguese are loaned to public and 
private organizations, schools, and hospitals along with projectors and screens. 
Ten mobile units are in operation in the country making approximately 1,000 
showings yearly for an annual total attendance of 694,000. Distribution is also 
made of locally produced shorts on activities in Brazil related to our program 
objectives. During fiscal year 1955, a total of 9 million spectators attended the 
31,000 showings of films from the USIS film libraries. 


RADIO-TV 


The programs the radio section prepares include a daily 5-minute political 
commentary based largely on the Wireless Bulletin, broadcast by 333 radio sta- 
tions in Brazil, broadcast by 254 loud-speaker systems throughout the country 
and reprinted as a column in 293 newspapers throughout Brazil. The radio 
section also prepares in its studio a one-half hour weekly cultural broadeast at 
8 p. m. Tuesday by the Ministry of Education station both medium and short- 
wave. A weekly TV program commercially sponsored on Radio Tupi Rio in- 
cludes locally produced material and the IBS newsreel. IBS recordings, such 
as Hit Parade, interviews, etc., are widely placed on stations throughout Brazil. 


PUBLICATIONS 


The publication section produces pamphlets and leaflets and similar informa- 
tion materials in support of USIS objectives. Locally created items as well as 
those based on pilot models and other materials supplied by the agency are printed 
by the multilith unit. The daily output of press and radio releases are printed 
by the mimeograph unit. 


EXHIBITS 


The exhibit program in Brazil is divided between window exhibits placed 
by USIS Rio and Subposts and full-scale exhibits open to the public. During 
fiscal year 1955 there were large exhibits on such subjects as “Handerafts of 
the United States,” “Atoms for Peace,” and “Reproductions of American Paint- 
ings” held in various cities throughout the country. 
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BOOK TRANSLATIONS 


In fiscal year 1955 USIS Brazil contracted for the translation into Portuguese 
37 titles at an average cost of 77 cents for those in the general series and $1.08 
for those on economics. Seven of the general and one of the economic series 
have already appeared. In most cases the purchase by the USIS for program 
use represents about one-third of the edition, the rest being sold through 
commercial channels. 

EDUCATIONAL EXCHANGE 


For fiscal year 1956 the Department of State allocated for the Public Law 
402 educational exchange program in Brazil $201,224. These funds will be 
used to send 67 Brazilians to the United States and bring 2 United States 
professors and 2 American students to Brazil. The grants to Brazilians will 
be distributed geographically throughout the country. In addition to these 
funds, the Department of State maintains a separate allocation to pay the 
the expenses of United States specialists sent out from Washington to lecture 
in Latin American countries. 

BINATIONAL CENTERS 


In Brazil there are some 25 binational centers. These are private, nonprofit, 
educational organizations, nonpolitical and nonsectarian, incorporated under 
the laws of the host Government and dedicated to the development of better 
understanding with the United States. The United States Government makes 
American grantees (15 in all) available to 7 of these to assist in their operation, 
and provides materials and/or cash grants to 18 others. Besides lectures and 
other cultural and social activities, the centers conduct classes in English, the 
center in Rio having at present 4,700 pupils and the one in Sio Paulo over 7,000. 


INFORMATION CENTERS 


The information centers have until now operated in Brazil upon a relatively 
small scale, due to budget limitations. A small library was opened in the 
Copacabana section of Rio de Janeiro in 1952, another in Belo Horizonte in 
1953, and a scientific and technical library in the Embassy building in 1955. 
This latter is a small specialized collection intended for research and reference 
use only. In Sio Paulo a library was opened in 1952 but closed by Washington 
in 1953 because of lack of funds. However, the consulate general has continued 
to operate it on a more or less unofficial basis, aided by a small supplementary 
allocation from Washington. During the past 4 months these libraries have 
been used by 30,416 people. 





BINATIONAL CENTERS (BRAZIL) 


(Supplementary statement in response to Chairman Hardy’s request. ) 

In addition to the classes in English, which are the chief source of the centers’ 
local income, other cultural and social activities are carried on, such as recep- 
tions for visiting outstanding Americans, lectures on American literature, 
American life and institutions, art exhibits, recitals of American music, ete. 
The boards of directors of the centers also assist in the selection of Brazilian 
students to receive scholarships for study in the United States. During vaca- 
tion months most of the centers that have American grantees organize train- 
ing seminars for teachers of English in the Brazilian universities and schools. 
Some of these seminars have established a high reputation and teachers come 
to them from surrounding towns. The activities of a binational center thus 
reach many aspects of the intellectual and cultural life of the communities 
‘where they are located, and since each center operates under a board of direc- 
tors made up of both Brazilians and Americans, but of which the president is 
always an outstanding Brazilian, their activities constitute a standing refuta- 
tion of the Communist claim that all good Brazilians are hostile to the United 
States. 

The American grantees made available by the United States Government re- 
ceive grants from the United States Information Agency to enable them to 
serve the centers either as executive secretary, director of course or teacher. 
The executive secretary handles the administration of the center and is responsi- 
ble to the directors of the center for all matters that do not involve United 
States Government policy. In policy matters he is responsible to the public 
2ffairs officer of the Embassy. The large enrollment of students requires a siz- 
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able faculty, especially as many of the teachers can give only part time. The 
director of courses organizes, trains and supervises the teachers. Only in the 
two largest centers, that is, Sio Paulo and Rio de Janeiro, is there a third 
American grantee who serves as one of the teachers. 

The following table gives a summary view of the seven centers for which 
American grantees are provided : 


Pupils in 

American Cash grants Material Local income, English 

Location | grantees fiscal year grants fiscal ealendar classes, 

1955 1955 year 1955 year 1954 October 

| 1955 
uritiba seis faites 1 $3, 425 $2, 500 814] 600) 
Fortaleza. 2 1, 500 2, 500 11, 942 601 
Porto Alegre icy | 2 300 1, 500 65, 511 2, 000 
Rio de Janeiro its 3 1, 500 125, 060 4, 700 
Salvador 2 ; 1, 500 16, 510 | 726 
Santos bicweaedddd ne } 2 1, 500 1, 500 15, 500 | 1,014 
Sad Pa@i0...<....<.-. ; ‘atts 3 1, 500 l 


500 | 147, 217 | 7, 000 


Cash grants are made for such purposes as helping a center move into new 
quarters, refurnish an old center, organize a seminar for Brazilian teachers, 
ete. Material grants are held in Washington and used by the United States 
Information Agency for the purchase of English teaching materials, American 
books for the centers’ libraries, records, etc. 

The 18 smaller independent centers are scattered throughout all of Brazil. 
Until now the only assistance they have received has been a certain amount of 
pamphlets, books, and some English teaching materials. However, a new cultural 
affairs assistant has recently been added to the USIS staff in Rio, whose principal 
work will consist in contacting these independent centers, giving them technical 
advice and assistance in organizing their activities, and in other ways aiding 
them to increase their effectiveness. The existence of these centers, organized 
under Brazilian initiative, make it possible for us to confront the Communists 
in every major area of the country with Brazilian nations who not only share 
our ideas of democracy but are willing to give time and effort to the job of selling 
them to their countrymen. 


DEPARTMENT OF STATE 
INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM 


SRAZIL 


Principal officers: James Clement Dunn, American Ambassador; John Michael 
Vebber, public affairs officer; Lawrence S. Morris, cultural affairs officer. 


AUTHORITY AND SCOPE 


The Department’s educational exchange program with Brazil has been in opera- 
tion since 1940. It is authorized under Public Law 355, 76th Congress, and is 
presently financed from dollar funds appropriated under authority of Public Law 
402, 80th Congress, the Smith-Mundt Act. Since 1950, 188 grants have been 
obligated for grants to Brazilians to come to the United States for educational 
purposes and for 30 citizens of the United States to go to Brazil. 

From fiscal year 1955 funds, $215,381 has been obligated for grants to Brazilians 
including 16 leaders, 10 specialists, 4 lecturers, 9 teachers, and 21 students; and to 
t lecturers and 2 students from the United States to go to Brazil. 


CONTRIBUTION 


Official Government departments and the universities in Brazil are showing 
great interest in obtaining an increased scholarship and fellowship aid for 
Brazilians to study in the United States. Among the reasons for this is the 
shift in cultural focus, previously centered upon France and Italy, and now turned 
toward the United States. Another is the difficulty of the Brazilian currency 
Situation. 
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It has long been felt that the number of grants allocated under the educational 
exchange program has been unrealistic, considering the size and importance 
of this country. The exchange of labor leaders and exchanges in the field of 
the press—editors, commentators, and working press—is felt to be particularly 
urgent at this time. 

If an agreement now pending under the Agrictultural Trade Development and 
Assistance Act is signed, it is possible that some Brazilian currency may become 
available to augment the educational exchange program. The program for 1956 
provides for 64 grants at a cost of $201,224. 

Presentation of cultural performances abroad under the President’s Emergency 
Fund for International Affairs : 

Porgy and Bess, in July 1955, at Rio de Janeiro and Sao Paulo. 

Ballet Theatre, in October 1955, at Rio de Janeiro, Sio Paulo, Bahia, and 
Recife. 

Jose Limon, in November and December 1955, at Rio de Janeiro and Sio 
Paulo. 

Mr. Meaper. I have a question. I notice from the figures given us 
in Washington that in 1955 you had 8 posts, 28 Americans, ‘and 100 
locals, budget $798,000. In 1956 the same number of posts and Amer- 
icans, but 10 more locals, but your expenses went up to $1,676,000, an 
increase of $678,000. 

Mr. Vesper. The increase is principally in media support from 
Washington for the programs. The operating expenses were about 
the same. As a matter of fact, for this year they are $646,000. We 
don’t handle those media support funds; they provide for exhibits on a 
large scale, books, travel costs of people who come down this way, 
motion-picture films, and radio-TV material. ‘They are all paid in 
Washington but they are shown as a legitimate charge against the 
appropr riation for Br ‘azil. 

Mr. Harpy. That is almost half of your total budget. You have 
no control over it 4 

Mr. Vesper. Not directly, but a lot of it originates from our own 
request. 

Mr. Harpy. You request a specific film or something ‘ 

Mr. VEBBER. Yes, Sir; OF jabs Gaseiecaen, or TV programs, and 
things. They normally would send pilot programs to us, but not so 
much motion pictures as radio and TV and we say whether or not we 
wantthem. If not, the funds revert to some other part of the program. 
We generally manage to use up most of them. 

Mr. Harpy. I like the Way you put that “manage.” 

Mr. Vesper. I amstill in the arena. | Laughter. | 

Mr. Meaper. I was listening to some of the discussions this morning 
about the economic conditions here in Brazil and the apparent difficulty 
in making any improvement in the inflation and petroleum situations 
because of politic: al considerations. I wonder if the Information 
Agency took any interest in those programs and did anything to help 
create a climate of public opinion which might lead to a reform in 
Brazil and eliminate some of these problems ? 

Mr. Vesper. I would like to explain off the record. 

( Discussion off the record. ) 

Mr. Mounrtatn. In the directives under which you operate, Mr. 
Vebber—and I presume they come primarily from Washington ? 

Mr. Vesper. Yes, indeed. 

Mr. Movunrarn. Is there any specific reference to the support you 
will give ICA in this country ¢ 
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Mr. Vesper. Yes, there is. The Congress has charged us with 
publicizing the ICA activities in Brazil and elsewhere. There is a 
joint FOA and USLA instruction. 

Mr. Harpy. How much effort are you putting into it ? 

Mr. Vesper. A tremendous amount considering our staff. 

Mr. Harpy. What are you doing ? 

Mr. Vesper. In the past 5 months we have received an information 
officer, Mr. Heffron, whose work is entirely devoted to point 4. 

Mr. Harpy. What does he do? 

Mr. Vesper. He is new to this area. He is studying the country, 
planning trips. 

Mr. Harpy. Actually, so far, has he actually done it? 

Mr. Vesper. Yes, sir; he has done some of it, and he has upped it 
tremendously in—— 

Mr. Harpy. I am wondering whether he was disseminating any 
information or merely engaging in a program of self-education ¢ 

Mr. Vesper. He is doing both. He is educating himself in the 
country and also disseminating information, particul: arly on his return 
from the areas to which he goes, as well as on the activities of the 
point 4 people here in Rio itself. 

Mr. Harpy. How much local newspaper publicity is given to point 4 
activities ? 

Mr. Vesper. A considerable amount. I would like to put it in the 
record for you, but I just can’t say how much. 

Mr. Harpy. I would like to get an idea. I wonder whether you 
would be surprised if you were told that the board of directors in Rio 
of the American Chamber of Commerce, professed to know nothing of 
the point 4 program in Brazil ? 

Mr. Vesper. Yes; I would be very much surprised because Mr. 
Warne spoke to them a couple of months ago and spoke twice to the 
chamber of commerce in Sao Paulo, and the Herald here has carried 
a considerable amount regarding Mr. Warne’s talks, as well as other 
point 4 matters in Brazil. The Portuguese-language press has had 
innumerable stories about the point 4 operations. We had a series of 
eight illustrated, well-written stories for us on Brazil by a prominent 
Brazilian writer. He knows the program. He went around and got 
the information and it was publish ed in eight of the principal papers 
in Brazil, front-page stories. If the members of the Rigans ‘ican Cham- 
ber of Commerce have not seen that and don’t know anything about 
point 4, I am at a loss to understand what they are talking about. 

Mr. Harpy. It seems to point up a question raised by Mr. Brooks 
when he asked if they would read this information. 

Mr. Brooks. For the record, I think it should be stated that those 
people, when asked if the U nited States Information Service or the 
point 4 or the Ambassador had a 2- or 3 \-page report of the work being 
done would they take time to read it, 2 bankers were nodding their 
heads and that’s all. The chairman said the least they could do was 
to read the report to the board. There are 23 on the board, 300 in 
the chamber. You’d get 6-percent coverage if you would take the 
time to hold them by the hand and read it to them. I suspected that 
and it turned out they had good coverage in their papers and don’t pay 
any attention to it. 

Mr. Vesper. Mr. Chairman, Commander Collins and Mr. Heffron 
have both just reminded me that in the chamber of commerce July 
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bulletin they had a full-length complete story on point 4 written in 
English. 

Mr. Harpy. We ought to get some copies of that bulletin and send 
it to the members. Maybe they were surprised by the size of the 
program ; maybe they thought it was too small and paid no attention 
to it. 

Mr. Meaper. Is Mr. Lamb on the mailing list? 

Mr. Vesper. Yes, they all are; the American Society and the cham- 
ber of commerce. 

Mr. Meaper. They didn’t know that either. 

( Discussion off the record. ) 

Mr. Vesper. We have been telling them and I take no refuge in any- 
thing. I have personally talked to several members including the 
present president, and have offered to go down there on at least three 
different occasions and talk to them, either the board or a general 
meeting, and I have never yet been contacted by them to do it, 
although the offer has been made and still stands. 

Mr. Harpy. I think the attitude of these people was one of co- 
operation; they were not particularly critical. They did express the 
feeling that they were not adequately informed. 

Ambassador Dunn. Something came in on that conversation. They 
said they weren’t satisfied with handouts and mimeographed mate- 
rial, but wanted more direct, informational material. 

Mr. Mowuntarn. Mr. Vebber, do we understand that Mr. Heffron 
has been assigned here only recently ? 

Mr. Vesper. Yes, sir; he arrived May 11. 

Mr. Movcnrarn. Is it quite possible that prior to his arrival very 
little USIS publicity had been directed to the ICA program ? 

Mr. Veneer. Not quite asmuch. The press attaché, Mr. White, and 
the radio and motion-picture program have constantly carried out a 
program of publicizing ICA activities. Documentaries have been 
made on film by the motion-picture section before the arrival of Mr. 
Heffron and press material was placed all through the country before 
that. We were quite cognizant of our responsibility under the man- 
date of the Congress to handle the information program for ICA 
overseas and, to the best of our ability, we did so, and there are in the 
files of the Information Section here letters from ICA, or FOA at 
that time, testifying to the coordination, good feeling, and apprecia- 
tion of the work that was being done, and I received a memo from 
Mr. Warne saying how satisfied he was with the work since Mr. 
Heffron arrived. 

Mr. Mountain. To some extent then the comment we heard today 
may be the result of past experience which you are moving now to 
overcome / 

Mr. Vesper. Yes, sir; that is right. 

Mr. Meaper. One of the things mentioned at lunch was the train- 
ing of some 40 union organizers. Did you give any publicity to that ? 

Mr. Vesper. As a matter of fact, I am not acquainted with it. Oh. 
you mean sending them to the United States; yes. I am sure that 
we got publicity for it. I can ask Mr. White if we did. I am ac- 
quainted somewhat with the program. 

Mr. Harpy. Did you understand that they were supposed to be 
union organizers ? 


OG ae eel stelle wo. ce aR OI. 


ata RE as A MEN Ne An 8 


M 
mig] 
knov 

Al 
I wa 
ting 

M 
have 
and 
read 

M 
news 

M: 
talke 
we W 
his i 
and | 

Mi 
thee 

Mi 
only 
coun 

Mi 
was 1 

Mr 
come 
prog 
for s 
State 
statis 
Univ 
Span 
emer, 
invite 
It wa 
that | 
of a\ 
postp 
oI-— 

Mr 
unles 

Mr 

Mr 
your 

Mr 
“aren 

Mr 

(T) 
at 4: 

At 





wie 


en 


ities « Min bis ds areal aes - 


ee 


eal 








TECHNICAL ASSISTANCE IN LATIN AMERICA a3 


Mr. Vesper. I am not sure what they were supposed to be. There 
might be some reason why we didn’t get the information, I don’t 
know, but if we got it we would publicize it. 

Ambassador Dunn. The first group was brought into my office and 
I was asked to have a picture taken with them for the purpose of get- 
ting publicity and that was taken and publicized. 

Mr. Harpy. It must be rather discouraging to you folks if there 
have been all of these elements of publicity on the various programs, 
and particularly that one, to realize the local business people didn’t 
read them. 

Mr. Vesper. They were right on the front pages of the principal 
newspapers of this country. 

Mr. Harpy. On that particular score, one of the businessmen we 
talked to was familiar with that program. He had seen the fact that 
we were sending 40 to the United States. I don’t know where he got 
his information but he did have it. He did complain about too little 
and too late. 

Mr. Dunn. He got the information from Mr. Warne’s talk before 
the chamber of commerce in Sao Paulo. 

Mr. Harpy. But he did express considerable concern that we were 
only sending 40 and had delayed it so long and that the Iron Curtain 
countries had made considerable progress. 

Mr. Salert, why were not these labor people sent up earlier? When 
was it put into. effect, just this year? 

Mr. Satert. I think it would be best to discuss this when Mr. Warne 
comes in with his team on United States Operations Mission. The 
program was originally started here in 1952, with a training program 
for some 10 young Ministry of Labor functionaries studing at the 
State College of Pennsylvania. Four young statisticians on labor 
statisties and a group of four young labor leaders were sent to the 
University of Puerto Rico, because the language instruction was in 
Spanish, closely akin to Portuguese. With the new administration, an 
emergency program come through for a group of 25 labor leaders to be 
invited to the United States from all of Latin America, 8 from Brazil. 
It was a program that was FOA at the suggestion of Mr. Cabot. At 
that time, Mr. Law became Minister of Labor and started somewhat 
of a war within the trade-union movement, so I urged Washington to 
postpone the arrival of the trade unionists until after the arrival 
of 





Mr. Harpy. Excuse me, but I think we will save this for Mr. Warne, 
unless Mr. Knox has some questions. 
Mr. Knox. No; I have no questions at this time. 
Mr. Harpy. Mr. Vebber, you got off awful easy and we appreciate 
your helpfulness. 
Mr. Mounrarin. Do you want to withdraw your remark about the 
“arena”? 
Mr. Veseer. No; it might look good in print. [Laughter. ] 
(The subcommittee took a recess at 4: 10 p. m. and resumed session 
at 4:15 p. m.) 
At this point the following persons joined the meeting: 








54 TECHNICAL ASSISTANCE IN LATIN AMERICA 


William E. Warne, Director, United States Operations Mission; 
William W. Crowe, Jr., Executive Officer, United States Operations 
Mission; Mr. Ed Loder, Business Manager of SESP Division of 
United States Operations Mission; Dr. Byers, Acting Director of 
SESP; Mr. He oni Acting Director of Industrial Education Plan; 
Mr. Mechau, Reports Officer; Mr. Robert Groves, Deputy Director of 
United States Operations Mission; Robert Snyder, of Escritorio and 
Technical Agency, USGM; Al Davidson; Lewis Earle, Assistant Pro- 
gram Officer. 

Mr. Harpy. Mr. Warne, we are very glad to have the benefit of your 
advice and information on your point 4 activities. If you have a brief 
summary that you can give us to bring us up to date, just go right 
ahead. 

Mr. Warne. Thank you, Mr. Chairman. I would like to introduce 
the people I have brought with me. They are here to answer questions 
and also give you a look at the key staff members of our United States 
Operations Mission. 

This is Mr. William Crowe, executive officer of the United States 
Operations Mission; and Mr. Julean Arnold, program officer. Mr. 
Edward Heffron is with USIS, but he is assigned to the point 4 pro- 
gram. Next is Mr. Ed Loder, who is the business manager of SESP, 
which is the Public Health Servicio, and has a position similar to 
Mr. Crowe in the mission itself. Next is Dr. Byers, who is acting 
today as director of our health division, since Dr. Ross Jenney is in 
Chile on a conference. Mr. Plouden, who is acting director of our 
industrial education plan while our director, Mr. Sheridan, is on leave. 
Next is Mr. Mechau, our reports officer; and I think all of you have 
met Robert Groves; and Robert Snyder, who is chief of the agricul- 
tural division and head of ETA, which is escritorio and technical 
agency, the joint agricultural venture we have here; and Mr. David- 
son, temporary director of another of our divisions; and Mr. Lewis 
Earle, who is assistant program officer in charge of blueprints. Mr. 
Irving Salert, labor attaché, also serves with us with the United States 
Operations Mission. 

Mr. Harpy. Thank you for presenting all of the people who are 
with you. 

Can you tell us what is your personnel strength ? 

Mr. Warne. Yes; I have a tabulation here [Mr. Warne handing 
the tabulation to Mr. Hardy]. 

I want to make one correction. At the very end we accidentally left 
off the civil aviation project, which has five vacancies in it. Thus, our 
authorized number of positions is 160 instead of 155, and the personnel 
on duty on October 1 is 98, and the number of vacancies is 62. I would 
point out that 25 of these vacancies as of October 1 actually relate to 
the program that is under consideration in Washington for fiscal 1956 
at the present time, so that the vacancies of long standing are fewer 
than the 62 named. The 62 include some 25 that relate to projects 
that have been submitted to Washington for approval and are in 
process now. 
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(The document mentioned, with corrections made, follows :) 


Personnel staffing pattern for fiscal year 1956 (United States personnel) 


Personne] . . 
on duty Vacancies 


Office of mission director: 
hE i eRe teaapetan a ie Gem 
Administrative office__.....-.--- VF} WSMV RE TEAS Liaeh 


4 | 1 
I idk 6c. Qua Sh denainkendencdvauiprpindyes d 4 : 

idan cntinawnendprdbbascnaegcneteak we a 4 | 

Audio-visual, proposed ..........--------.--- Sib gthdd 1 | 
Ps ded ca thindcldates i8 | 1 
Division of education minis 14 15 
Division of agriculture and natural resources 2 2 217 
Division of health and sanitation _- ncncann 22 320 
Social welfare ____ ‘ 2 42 
Housing-- Pi hk sek 2 1 
Division of public administration.......-.-...----- sia 7 §2 
Contract cei aeeins ny ae aetna ame tte sei Bat oie ap eng os 0 eaetuekddaneds 

4 professors ‘of business administration. 
1 public administration consultant. 
OC Or oir hsbc ddndess lacdkdi ce bcawsens 1 2 
Geological survey.................... - i 7 2 
Community development Se iecinaeemkans 5 0 63 
Labor. -..--- Ee 6 iri isddd db unele baxin 0 i | 
Engineering division Sac senses ia tainccarisat et . 0 8] 
(COPING ecient icensnawed snows ; Peidn ante 0 5 
Authorized number of positions peat ae BOE lL tdentddns ane 
Personnel on duty as of October 1, 1955 ws se QO cddndduawesa'a 

Number of vacancies as of October 1, 1955 7 ET cestetcict tines 


1 Position of chief of education division to be filled January 1956. Position in industrial education to be 
filled November 19% 55. Position, Senai, to be filled March 1956. 

2 6 positions to be filled November 1955. 1 position to be filled January 1956. 2 contract personnel with 
Purdue University, 1 additional contract employee proposed for January 1956 

3 6 positions to be filled March 1956. 4 positions to be filled January 1956. 1 position to be filled June 1956. 

42 positions to be filled March 1956. 

51 position to be filled November 1955. 1 position to be filled January 1956. 
_. Position of chief of division to be filled November 1955, Positions for 2 technicians to be filled October 
Position of assistant labor attaché proposed for September 1955. 

* Position of chief of division to be filled December 1955. 

Mr. Harpy. This is United States personnel. How many local em- 
ploy es do you have? 

Mr. Warne. I have a separate tabulation on that. We have a 
strength at the present time of Brazilian personnel as of October 1, 
80 Brazilians and 8 local] rer es under contracts. On September | 
it was 82 plus &; on June 1, 76 plus 3. Our American strength has 
gone up a net of 10 since I came here on the 27th of May so that we 
are—the staff—has been building up. 

Mr. Harpy. Thank you. Th: at gives us a personnel picture. 

Mr. Warne. Let me give you an 1 historic picture of this mission. It 
actually had its beginning long before point 4, or FOA or ICA, in that 
the original agreement here was one of cooperative projects in techni- 
cal assistance and public health signed on March 14, 1942, as a part of 
a wartime program, by which the United States and Brazil together 
endeavored to increase the production of rubber in the Amazon “River 

sasin. In order to do that it was necessary to clean up some bad 
health conditions on the Amazon River. That was the beginning 
of SESP, our health division at the present time, and that has been 
going on continually since then. 

Just to give you an indication of the nature of the development of 
one of these programs, the SESP program when it began in 1942, 
90 percent of the funds that went into that operation were United 
States funds and it had as its major objective control of malaria, 
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typhoid, TB, venereal disease, dysentery, and other diseases on the 
Amazon. Last year in 1955, the United States contribution repre- 
sented 4 percent of the budget of SESP and the Brazilian contribu- 
tion 96 percent. 

Mr. Harpy. Can you give us a dollar figure for this same year ? 

Mr. Warne. I will get to that later, if I may. 

Mr. Harpy. Oh, all right, please go ahead. 

Mr. Warne. SESP has built 20,000 privies, put in 76 water systems 
in the Amazon River Basin for control of dysentery. I was told last 
month that the actual longevity, the life expectancy, had been in- 
creased 10 years by the operation of SESP in this 15-year period. 
I was told that by men who I believe know what they are talking 
about, responsible doctors in the area. SESP has a total of 341 
projects, operates 85 health centers, has medical services, home visits, 
retains vital statistics, and provides for mother and child care. It 
has conducted training in field techniques for 5,000 people. SESP 
now has 2,000 employes, including 200 doctors and only 31 United 
States technicians, 3 of whom are doctors. The United States techni- 
cians serve as consultants in public-health administration, nursing 
education, sanitary engineering, stream pollution, industrial hygiene, 
hospital administration, health education, and dental services. The 
direction is Brazilian. 

We had an agricultural service advisory team in the Amazon during 
the war, working on rubber particularly. Work on rubber and cocoa 
and certain oils is a part of the ETA operations today. ETA has 
13 projects. Its objective is to increase, for Brazil’s needs, the produc- 
tion of food and fibers that are required here. It also has a home 
economics department and under its efforts a home economics school 
has been instituted at Bicosa. This school has now been going on 
for a couple of years, I believe, and they will be turning out home 
economists. It works with the Rockefeller group, AIA, and others 
who have specialized programs here. It works closely with the Min- 
istry of Agriculture. It has done so well really that we commenced 
to get trainees from other Latin-American countries and I think each 
one of the recent classes has had at least two members from outside 
Brazil. This is under the federal government. The states have min- 


istries of agriculture as well as the federal government, and they, | 


working through both the federal and state ministries and the local 


chambers of commerce, bankers and farm organizations, have or- © 
ganized two new rural extension and credit associations which are © 
financed, in major part, by local interests. ETA, with our help, | 
provides certain specialists such as a director who is experienced in | 


extension and farm credit. These agencies—actually cooperatives— 


endeavor to introduce supervised credit among the small farmers in ~ 


those areas. To understand Brazil’s farm problem, you must under- 


stand it is a one-crop country, its coffee, and up north it is another © 
highly specialized crop largely produced for export, but the attention — 


that has been given to the development of rural areas of Brazil for 


the production of food, such as wheat, which they have to import | 
t grow it or they can’t transport it, or can’t | 


because they either don 


store it. These agencies I mentioned have, as their purpose, the general 
agricultural picture, and they draw in the bankers, industrialists. min- 7 
istries at the state and local level and we have one now operating in | 
the northwest which is called ASCAR. I can’t give you what those — 
initials stand for but it has to do with credit. 
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Let me give you a picture of Brazil as a recipient of technical as- 
sistance and cooperation. I spent nearly 4 years in Iran, where we 
had to scratch to find anyone who could receive technical assistance. 
That is not true here in Brazil. They have quite a group of tech- 
nically trained people. Many of them have been trained in schools 
with European leanings and, as a result, the technicians lack the top- 
off of their training, and there is no one here to train them in extension 
methods. So training has lots of phases but one of its major phases 
is the training in the United States on training grants. I have a table 
made up here, but I won’t bother to put this data before you verbally. 

Mr. Harpy. We will put this in the record. 

(The document referred to follows :) 





Distribution of training participants by duration of grants 
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Number of training participants and costs for fiscal years 1951-55 
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Mr. Warne. What it shows is that in this particular year, fiscal 
1955, 225 men and women are being trained in the United States and 
a total of about $692,000 in our funds and about an equal amount in 
Brazilian funds go into that program. I have summarized these 
programs for you, from the year 1951 through the present. We antici- 
pate approximately the same number of trainees in 1956. 

Mr. Harpy. Does the first sheet of this tabulation relate exclusively 
te the training program that is being conducted in the United States? 

Mr. Warne. Yes, sir. 

Mr. Harpy. And all of these people are in the United States study- 
ing these different programs ? 

Mr. Warne. You will notice the different years. 

Mr. Harpy. In other words, you have a total of 225 people this 
year ¢ 

Mr. Warne. Yes; of whom 65 are in agriculture, and your total 
cost is $692,000, divided up into agriculture, industry, transporta- 
tion, and so forth; with the highest individual allotment in public 
administration of $134,000. 

Mr. Harpy. What do these cost figures represent? Are they the 
total appropriation for those programs, or is that the cost of traiming 
the individual in the United States? 

Mr. Warne. These represent the cost to the United States of this 
training. We pay, you will notice on one of these sheets here, types 
of grants—A, B. and C. It is on the third sheet. On grant A, we 
pay the whole cost and there are relatively few of those. On type B, 
we don’t pay any cost excepting if it costs a little bit for someone to 
receive a letter in Washington and make arrangements for a man to 
call at the Department of Agriculture. 
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Number of training participants by type of grant for fiscal years 1951-65 
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Mr. Harpy. The « one thought i am trying to develop is whether 
your administrative costs are included in this figure 

Mr. Warne. Everything is included ir that, Mr. Chairman, that 
relates to the cost of that training grant as expended by, let’s say, 
the Department of Agriculture in W ashington on transportation to 
and from, by our agency in Washington, and by organizations, except- 
ing that we do not proportion out the administrative cost of my 
sals ary to it. 

Mr. Harpy. Administrative costs are not in here? 

Mr. Warne. The cost of administering in the United States is in 
there. We reimbursed the Department of Agriculture their expenses 
for setting up this particular training here. 

Mr. Harpy. You divide $692,000 by 225, and we are spending about 

$3,000 each. 

Mr. Warne. That’s about right. For one who stays in the United 
States about a year the cost is ¢ close to $5,000. I have that here. The 
average time goes about 8 months, I w ould guess from that table. We 
actually plan | to have the majority of them in the United States for 
approximately 1 year. There are very few who stay longer than a 
year and lots of them are on special programs of one sort or another 
and stay less than a year. 

Mr. Meaper. What is the turnover? One to three months? 

Mr. Warne. No; these are not attitude visits. We don’t send those 
people up there to let them see the United States. They go up for a 
specific training purpose and it is scarcely worth our while to send 
someone up there for a 30-day study program. He doesn’t get enough 
out of it. Usually, for the program to be effective, he needs from 9 
months to a year in the United States. I assure you, gentlemen, this is 
one of the most effective features of our program. The manner in 
which this program operates here is normally these people come back, 
having studied some specialty with an entirely new concept and a 
great “deal of enthusiasm, and try to duplicate what they saw up 
there. It isa very valuable part of our program. I think you will 
find all missions have fairly heavy emphasis on this type of training. 
It is a way of orienting the techniques of an underdeveloped country 
to the techniques of the United States. It is quite important in many 
respects. 

Mr. Harpy. I have other questions about this tabulation but per- 


haps we should defer them until after you finish your prepared state- 
ment. 
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Mr. Warne. All right. Our public and business administration 
information people started with 2 men in 1952 and we have 12 now. 

That particular institution has been started in cooperation with 
the Vargas Foundation which was established here in Brazil to 
encourage the development of technical and similar institutions in 
the betterment of the local economy. We have had projects with the 
state and federal governments, all levels of the administration with 
the area or regional planning groups, the Amazon Valley Authority, 
etc. At the present time, two of the major projects are full-scale 
demonstrations in municipal improvement. It is in cooperation with 
the city of Belo Horizonte, under which we have sent 10 of the differ- 
ent heads of the city to the United States in a program worked out 
with the University of Denver, by which we hope that the latest in 
their particular specialty, such as sanitation and engineering depart- 
ments of the city, may be observed and they can set up a school there 
for inservice training in that city which could be used also in other 
cities of Brazil. 

I would like to ask you to take my word for it that there isn’t any- 
thing more important in this country than tuning up some of these 
municipal governments. 

Mr. Harpy. I am having a bit of trouble in my own thinking. Ona 
project of that kind, where does the national interest of the United 
States become involved? It is, undoubtedly, a very fine proposition 
but when we go into this public administration business 

Mr. Warne. It is clearly written in as one of the major functions 
of the ICA. I don’t see how it could be expected that technical im- 
provements in an underdeveloped country can be successful without 
improvements in public administration. I give it as my belief that 
the degree of underdevelopment, technically, will be on the order of 
a degree of underdevelopment of the government. Without tuning 
up the institutions through which you hope to get the technical im- 
provements that lead to economic and social development in the 
country, you are just working blindly, I think. If an institution 
cannot be created that can carry out the project that we are trying to 
help them develop, then it is a very tenuous project. 

Mr. Harpy. I am beginning to believe that is what it is. I am 
wondering where we are. I have always been an ardent supporter 
of the point 4 program but I am getting concerned here now. In 
order to support a program of technical assistance, we have got to 
get into a major program of sociological considerations as well as 
teaching them public administration so they will know how to operate 
them. 

Mr. Warne. Mr. Chairman, there is nothing that has a greater 
need in Brazil at the moment than improvement in the public admin- 
istration field. You have observed the traffic here in Rio. We have 
worked out a program with the mayor to control the traffic. The 
institution that we have down here is the traffic control bureau of 
the University of Wisconsin and I understand that they have 29 
projects in the United States at the present time. We hope, through 
them, to bring 3 people down here for a relatively short assignment 
working with the Rio Traffic Bureau in trying to put this into effect, 
some of their own—and we have 5 Rio traffic men in the United 
States being trained now by traffic bureaus in the United States. I 
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believe the city of Los Angeles and the New Jersey State Police; I 
am not sure all the places where they will be receiving training. 

We have the minerals program here which was started sometime 
back with the Ministry for the development of minerals. ‘The present 
project is one of making a geological map of the iron deposits in 
Minas Gerais. It was a detailed map of 7,000 kilo tons of iron 

reserve to determine the feasibility of a railroad from there to the sea 
A good many American companies are following this very closely. 
It makes the Brazilians a little nervous to know how closely the people 
from the north follow some of these research projects. They are a 
little nervous about the fact that the American companies may move 
in too fast on the Brazilians but it is of great interest. One of these 
investigations that this group has made ‘has resulted in the develop- 
ment of a manganese deposit 1 in Amapa, near the mouth of the Amazon 
River. This has demonstrated to Brazil the existence of $10 billion 
worth of ore. It is a joint study. Also, the United States Bureau 
of Mines is here with one man working with the Mineral Development. 
Ministry for the purpose of mine safety, mining methods, methods of 
mechanized coal production, techniques, and more productive prac- 
tices. And he has done, I think, some very remarkable things. They 
are now using roof bolting, for example, in their coal mines, whic h 
was never used down here, and his work also attracted a good deal 
of attention. This began in 1942 with production of strategic metals. 

We have a small project in social oeltoiee by which we brought the 
group to work the orphanages and institutions down here in develop- 
ment of programs. This began in October 1954 with tes ching and 
consultation services. ‘Two courses for 1,100 people in 4 States have 
been completed. Two more courses are now underway in Sao Paulo. 
There is a great need for this work in Brazil. For example, 8 of 
10 ministries assume some responsibility but there is no central agency. 
Brazil has a large number of welfare institutions. There are 92 
orphanages in Rio alone, with a population of 15,000 children. They 
are just beginning to work on the programs for these institutions. 
They have a department of children and it is with them that this 
group is working. They also work with students of social welfare, 
directors of institutes and workers. 

In 1954 the United States put into this agricultural program a 
total of $703,700 in agricultural projects and Brazil put in the equiva- 
lent of $2 million in these projects. In 1954 the United States put 
$640,300 into health; and Brazil contributed the equivalent of $17,- 
044,000. Also in 1954 the United States put into the education pro- 
gram $402,100 against the Brazilian contribution of the equivalent 
of $500,000. For other programs the United States contributed 
$699,400 in return for which the Brazilians contributed in kind only. 
The total United States contribution then, for 1954, was $2,445,- 
500, against the Brazilian contribution of $19,544,000, or a ratio of 1 
United States dollar to 8 Brazilian. 

Mr. Harpy. That’s very interesting but you don’t have a compari- 
son for another year, 1951, for example; do you ! 

Mr. Warne. In this field—Mr. Grov es, do you recall the 1951 com- 
parison ? 

Mr. Groves. Five million United States to roughly $500,000 Bra- 
zilian, 

Mr. Harpy. That was only health? 
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Mr. Warne. Yes, sir. 

Mr. Harpy. That, I think, is a very impressive comparison. 

(Supplementary information supplied by the United States opera- 
tions mission follows :) 


BRIEFING MATERIAL ON UNITED STATES OPERATIONS MISSION TO BRAZIL 
William E. Warne, Mission Director 


United States Operations Mission to Brazil operates in seven fields: Health and 
sanitation, agriculture, industrial education, public and business administration, 
minerals development, social welfare, training. 

Health and sanitation, known throughout Brazil as SESP, began operations 
in 1942 as a joint Brazil-United States war effort. Its function was the control 
of malaria in the Amazon Valley in order that more rubber could be produced 
for the war effort. At that time it was the largest health program in the world. 
Malaria control long since has been turned over to the Brazilian Government 
while SESP concentrates its fight against dysentery, in particular. During the 
early years SESP was almost completely financed by the United States. Last 
year the Brazilian contribution was 96 percent of the total funds. In the same 
way the entire operation has swung over to the Brazilian side—of some 2,000 
employees, among them more than 200 doctors, there are only 31 United States 
technicians. SESP fights dysentery with privies (20,000) and municipal water 
systems (76). In some of the river towns in the Amazon Valley longevity has 
been increased by an average of 10 years. SESP operates 85 health centers and 
has trained more than 5,000 Brazilians in field techniques. Attention of United 
States technicians is concentrated, not toward directing the health agency but 
to consultation in public health administration, nursing education, the entire 
range of sanitary engineering including stream pollution, industrial hygiene, hos- 
pital administration, dental service, health education, and service and mainte- 
nance of electrical and mechanical equipment. Dr. E. Ross Jenney, division 
director. 

Industrial education, known as CBAT, has been concentrated due to Brazil’s 
tremendous industrial growth to working with teachers in the shops of 23 indus- 
trial and technical schools operated by the Ministry of Education. This work 
consists of training in (1) school administration, (2) pupil selection, (3) teach- 
ing methods, (4) instructional materials, (5) school shop and plant methods, 
and (6) foreman training. These programs are subdivided into 55 units. In 
the important training-within-industry program more than 12,000 superintend- 
ents have been given training in more than 1,500 plants. These 12,000 have 
direct training responsibility for more than 192,000 workers. More than 13,000 
trade-school teachers have become better teachers through intensive 6-week 
summer-school sessions. Dr. Eldridge R. Plowden. acting division director. 

Agricultural program, known as ETA, has envisioned bringing this field up 
to nar with Brazil’s industrial and commercial growth. However, the primary 
objective is to help agriculture meet the country’s requirements for food and 
fiber. Avreement on this program was not signed until June 1953, however, 
earlier work was carried on—in connection with the joint United States-Brazil 
war effort—in rubber and cacao development. ETA’s program operates in four 
fields: (1) Extension service; (2) education and research; (3) conservation 
of resources and production specialties (rubber, cacao); (4) advisory services 
such as grain storage and warehousing. ETA has 13 operating projects selected 
from 67 requests from Federal, State, local, and semigovernmental agencies. 
Raub Snyder, chief of party. 

Public and business administration: Lack of good administrative methods 
long has hindered both public and private operations in Brazil. In 1952 two 
public administration advisers were added to the mission staff. Today there 
are 12. Two schools of higher education have been started by this division: 

(1) The School of Public Administration as a part of the University of Minas 
Gerais at Belo Horizonte, and (2) the School of Business Administration at Sao 
Paulo. The latter, which will graduate its first 4-year class next year is staffed 
by 4 Michigan State University professors working under contract. Various 
Government position classification assignments as well as surveys of admin- 
istrative procedures have been carried on by this division in Vitoria, with the 
Amazon Valley Authority and with other state and municipal agencies. Alfred 
Davidson, acting division director. 
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Minerals development in Brazil has been carried on jointly between United 
States Bureau of Mines and United States Geological Survey (separate pro- 
grams) with the National Department of Mines. Geological mapping of the 
great iron-ore deposits in the State of Minas Gerais has been the principal task 
of USGS although recently interest has been developed in lead-zine deposits. 
Through USGS efforts Brazil and United States interests have been made aware 
of the availability of some $10 billion worth of ores. USBM offers assistance 
to Brazil in mining and metallurgy. Both of these programs had their inception 
during the war in the search for strategic and stockpile materials. John V. 
N. Dorr, Chief, USGS ; William R. Marshall, Chief, USBM. 

Social welfare activities of the mission began only last October. Need for 
assistance in this field is great and at this time Brazil is attempting to bring 
under one head the many and varied efforts in this field that are now widely 
scattered. Eight of the ten ministries of the Government assume some re- 
sponsibility for social work of one type or another. Rio, alone, has 92 insti- 
tutions with a population of 15,000 devoted to children. The program has only 
one short-term consultant at this time, in addition to the division director. 
The program, effective so far, has been devoting its efforts to consultation in 
the schools of social service and in teaching students and workers in schools 
and institutions. Miss Lavinia Keys, division director. 

Training of Brazilians to better fit into their fields of effort has been one 
of the prime objectives of the mission. Since 1950 approximately 700 Brazilians 
have been sent to the United States for training in fields of agriculture, health 
and sanitation, public administration, education, industry-mining, social welfare, 
labor, transportation, and in miscellaneous fields. In the fiscal year 1956 budget, 
$700,000 is earmarked for about 200 more Brazilians who will receive training 
in the United States. Cost of most training grants is divided equally between 
the two governments with the United States paying for training and mainte- 
nance while overseas and Brazil paying international travel, salary, and 
maintenance of trainee’s family. Everett J. Burlando, training officer. 

Mr. Warne. Mr. C hairman, you noticed that health has a remark- 
able record there. Health is the oldest program and it has followed 
the pattern that we hope all technical assistance projects will follow, 
with the gradual buildup of the host government participation until 
ours is almost a pittance in comparison with what Brazil is putting 
in. These other projects are much newer. Agriculture started only 
in 1953. I believe now, of course, no one can prove me for another 
10 years 

Mr. Harpy. No; but you can’t prove anything by it either. 

Mr. Warne. I think it will follow the same pattern, but I think it 
will exceed health, because of the great interest in this country, exceed- 
ing health, that there is in agric vulture. 

Mr. Meaper. Are these figures Brazil’s contribution solely for the 
projects where United States money goes ? 

Mr. Warne. No; they relate directly to the same work that our 
figures relate to, the cooperative work. They don’t relate to the other 
work they are doing in health. 

Mr. Meaper. How much would their budget be on the projects 
outside of these ? 

Mr. Harpy. I think that is an important figure and I wish you would 
try to find it out. I think it would be pretty ‘important to show a com- 
parison between their total expenditures for health, when you started 
this program, and now. In other words, if the program of technical 
assistance has given them impetus only in those projects you are work- 
ing with, then we have not accomplished what I hoped we would 
do-- -provide an example which would stimulate them to independent 
action. 

Mr. Meaper. And the other items, too. 

Mr. Warne. Yes, sir; but they are not so 
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Mr. Harpy. Don’t we have complications in that, though? Aren’t 
we going to be misled if we just take the Federal budget ¢ 

Mr. Warne. Yes; you might be, because you do have budgets in the 
various States also, and—but—let me see if I can tell you how. 

Mr. Harpy. I have the impression that on some of these programs 
the contracts are with the States and are more significant than with 
the Brazilian Federal Government. 

Mr. Warne. Let me give you an illustration. It is not true of the 
States, but the Amazon Commission, which is a legal entity to which 
2 or 3 percent of the revenues of the Federal Government go. They 
put up over one-third of all the money that SESP uses at the present 
time, so if it could be considered as a State there, one State contributes 
as much as the whole Federal Government. 

Mr. Harpy. I think we are concerned about the picture of what the 
Brazilians are doing themselves as compared with what we are doing. 

Mr. Warne. It may be awfully hard to get figures for you. I will 
see what we can develop for you on that and give you any qualifications 
on those figures, too. 

Mr. Moun'rarn. I hope it will include some percentages of the total 
budget so we get around the possibility of an expanding Federal 
agency. 

Mr. Harpy. Your inflationary situation. 

I don’t find most of these figures too significant unless they are 
indicative of a general overall picture. 

Mr. Warne. Let me tell you, this, the fact that through the Brazilian 
contributions they are now employing 2,000 trained people in public 
health is significant. They didn’t have a one when we started. 

Mr. Harpy. That doesn’t show up in these figures. 

Mr. Warne. They pointed up 96 percent of the budget this year 
and had 2,000 Brazilian technicians. 

Mr. Harpy. Those employees relate only to the specific projects. 
All right. Is that their whole health program of Brazil? 

Mr. Warne. No, it isthe public health. 

Mr. Harpy. Is it the whole public health program of Brazil? 

Mr. Warne. It comes awfully close except in the States. In the 
States, SESP is now cooperating with the health agencies. 

Mr. Harpy. All right, I hadn’t understood that before and I am 
glad to get it cleared up. Your health projects embrace the public 
health program of Brazil? 

Mr. Warne. Dr. Byers, do we embrace the entire public health pro- 
gram of Brazil? I will give ae one. It doesn’t embrace the malaria 
control program, although SESP started it in the Amazon Basin 
during the war and trained the people and the Ministry of Health 
took it over and has been running it since that time. 

Mr. Harpy. From a geographical standpoint, how wide an area 
is covered by your projects in health ? 

Mr. Warne. Seventy percent of the country. That is, services. 

Mr. Harpy. And the other 30 percent would be jungle? 

Mr. Warne. No, we cover some jungles, too, Mr. Tecsaciaibilid. In 


all honesty, some of that 30 percent not covered is the best developed 
areas in the south. 

Mr. Harpy. Then the corollary question is whether or not the State 
programs have developed from the examples set by the Federal pro- 
grams, with which we are cooperating. That is a thing that would 
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be shown. If there are no Federal programs of health operating in 
some of the more populous southern areas, are we to understand that 
they have no health program? Or a big one that is adequate and, if 
so, has that developed recently under the stimulus of the point 4 
activities, or is it something that the Brazilians were doing themselves 
and may be we should have let them alone and maybe they would have 
done it by themselves in the areas we are working with ? 

Mr. Warne. That is a double-barreled question. There isn’t any 
prospect that the program in the Amazon would have developed with- 
cut our help. They have asked for our help in the south this year, 
that we can move in through SESP some of the advisory services 
of our American technicians in those State health departments down 
there. 

Dr. Byrrs. I think this is significant. SESP with some 15 years 
of experience has a real name in this country. It has respect be- 
cause it does things. It delivers a service to the people. Now then, 
this leads me to the next point. 

With this representation and this experience, and its staff of full- 
time people—I am talking in this case about Brazilians as well as the 
small group of Americans—it has the experience of delivering service 
in Brazil to Brazilians under Brazilian circumstances. Very re- 
cently, with this experience and its staff it has—and the State of Rio 
Grande do Sul, working through the government there, a contract 
whereby SESP provides technical assistance to the State of Rio 
Grande do Sul. Then in the State of Parana, we were talking about 
funds as if that were the only index of what Brazil is doing. But a 
study of what the State of Parana was spending for public health 
showed it was equal to SESP’s budget, but a review by a Brazilian 
showed that the people got practically nothing for the money spent. 
It went to part-time functionaries who did nothing. They, them- 
selves, were dissatisfied with what they were getting for their money. 
In the rich centers of the State of Parana, a special health district 
was established, SESP will cooperate with the government of the 
State of Parana to establish a health service in this frontier area. It 
is a good step further to developing it. The significant thing here is 
that the State was spending money for years and nothing came out. 
The money SESP has had has delivered service to the people. 

Recently, in the State of Minas Gerais an agreement has been con- 
cluded with the purpose of improving the services in the State of 
Minas Gerais. 

Mr. Harpy. Are they going to be able to take over ? 

Dr. Byers. Yes, sir; they are working full time now. 

Mr. Harpy. You mean you are going to make those people work, 
and heretofore they have been sitting around ? 

Mr. Warne. I told you, Mr. Congressman, public administration 
was essential to a successful technical program here in this country. 
The one thing that SESP has which will just sink in as a good exam- 
ple is a good, first-class administration. 

_ Mr. Harpy. How big a part of your public administration educa- 
tion program is devoted to improving the ethics of those people? 

Mr. Warne. SESP hastime clocks. [Laughter.] 

Mr. Mountarn. Mr. Warne, this program, I believe you stated, has 
been operating for a number of years. Originally, it was a war- 
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oriented program to increase production of materials needed in the 
war effort ? 

Mr. Warne. That’s right. 
project. bi Mi Ae 

Mr. Mountarn. And these health projects had their inception in 
getting more production ? 

Mr. Warne. That’s right. 

Mr. Mountarn. The present program is not so oriented ? 

Mr. Warne. Not on a war basis, but certainly it is oriented to pro- 
duction. 

Mr. Mountarn. And to improve the general economic level of the 
country ¢ 

Mr. Warne. Yes. 

Mr. Mounrarn. Can you tell us what you use, and have used in the 
past, as a basis for determining the selection of projects? To what 
extent is there some comprehensive review of the economy of the 
country set up in such a fashion that you can use it as a master blue- 
print with which you will select your projects ? 

Mr. Warne. I don’t believe there is any; the thing that would 
be absolutely pat, a pat answer to what you have asked about. The 
Brazilians, themselves, have no master plan for the development of 
the country, although they do have certain regional agencies charged 
with the development of large segments such as the Amazon Basin, 
San Francisco Basin. I think it is along the line you were thinking. 
We have been guided, of course, by a number of past studies down 
here. We have been guided by such pronouncements as were made 
at the Rio Conference, by the report that Milton Eisenhower made 
after his visit to Latin America, and by other reports. There has not 
been an annual restatement of a complete program guide for the tech- 
nical assistance program. I have been working up one which I hope 
will be adopted and used. Certainly we have been using it for our 
1956 program. 

Mr. Mountrarn. How can you determine the priority of projects 
when you have only a limited amount of people, money, and resources ? 
What do you use as criteria to decide that you will adopt this project 
as against that project ? 

Mr. Warne. Yes, sir; we have several criteria for the determina- 
tion of the eligibility of the project. One is that it must be requested 
by the Government of Brazil. Another is that it must be cooperative. 
The Brazilians must cooperate. 

Mr. Harpy. Let’s understand your use of the word “request.” You 
don’t mean that you don’t do anything to stimulate that request, 
do you? 

Mr. Warne. We get so many requests they need no stimulation. 

Mr. Harpy. Certainly, we haven't in the past been limited by spon- 
taneous requests, have we ? 

Mr. Warne. Well, I can’t tell you, from my own knowledge, every- 
thing that has happened in the 15 years that the program has been 
going on, but I pie we have had requests that could be called 
spontaneous. 

Mr. Harpy. You don’t think that even those might have had a little 
push from somewhere? It seems perfectly obvious that we have a 


That was the motivation of the first 


national interest and we must exercise some means to determine what 
will be done. 
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Mr. Warne. We have the selection processes. 
Mr. Harpy. Is that all? 
Mr. Warne. We do have to have a request from the Government of 

Brazil. 

Mr. Harpy. That is perfectly understandable. 

Mr. Warne. Of course, we help work out the details of the request. 

Mr. Harpy. I don’t want the record to indicate that these things 
are just spontaneous unless it is actually so. 

Mr. Warne. As a matter of fact, we get so many requests that spon- 
taneity is a fact. It doesn’t always come from the agency, or the 
regions themselves that in our view ought to be developed. 

Mr. Harpy. It would seem to me that in the normal economic activ- 
ity of the Embassy there must occur conditions and situations which 
indicate that a particular area of activity by us in point 4 assistance 
could be of particular benefit. I am just now getting the impression 
that if, in the course of pursuit of our national governmental policy 
with respect to economic activities of the Embassy, there should arise 
a situation which clearly indicated there was a need for our interest, 
we couldn’t do anything about it until someone made a request? 

Mr. Warne. Let me make it clear, this is a cooperative program. 

Mr. Harpy. Of course. 

Mr. Warne. It is not within our authority or ability to force a pro- 
gram on a host government. 

Mr. Harpy. Why, certainly. 

Mr. Warne. Therefore, any project that we undertake here, I be- 
lieve it is a matter of law as well as a matter of good policy, has to 
be requested by the Government of Brazil and it has to be cooperatively 
worked out and undertaken. 

Mr. Harpy. There isn’t any argument about that, and I won’t pur- 
sue it any further. 

Mr. Warner. We have never found a want of requests for any proj- 
ects that seemed of priority interests. 

Mr. Harpy. Do you have a specific basis on which you sift these 
requests that come in in order that you may select the ones that seem 
to you to have some priority value / 

Mr. Warne. I cited the various documents that were cited to me 
as guides in that for our program this year. Those are rather diverse 
documents. We have worked out our own measuring rod here and 
have submitted it asa guide. It is very general. 

Mr. Harpy. Are you using it? 

Mr. Warne. We are trying to use it on the 1956 program. 

Mr. Harpy. I wonder if we may have a copy of it? I think we can 
put in in the record. It would serve our purposes for the moment. 
Let’s have another copy of it before we leave town. 

(The document referred to follows :) 


PROGRAM GUIDE 


The United States Operation Mission to Brazil has as its objective to assist 
through training and demonstration the social and economic development of 
Brazil. As requested by the Government of Brazil, the mission works coopera- 
tively with and through agencies of the host country and of its subdivisions and 
people. Since Brazil is a large country with complex geography, varied economy, 
inadequate transportation, and unequal development, the projects in technical 
assistance are widely diverse and form a complex pattern. They are correlated 
in execution. Some activities are at the first levels of rural and community 
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development, in elemental health and sanitation, primary agricultural and basic 
education. Others survey needs, stimulate planning and interest executives in 
sound public administration and industrial management. The program as a 
whole aims to help Brazil improve the balance of her national development and 
increase production through the use of additional resources, the integration 
of programs, the employment of new techniques, and the application of more 
efficient methods. The program endeavors to strengthen institutions and services 
designed to assist the people to help themselves. It is designed to contribute to 
the raising of the level of living of the rural people and to lead toward the better- 
ment of working conditions and of urban life. 

Mr. Harpy. Just one other question. What is the procedure by 
which you relate the relative value of a specific request to the Embassy 
evaluation of that particular request? 

Mr. Warne. We endeavor, yeah our Program Committee, to 
keep currently informed on Embassy, ICA, evaluations of proposed 
work. We have a review with the Ambasador and principal members 
of his staff, program proposals that we make. In other words, I don’t 
believe the Embassy has a program and we have a program. I be- 
lieve that it is one program here. 

Mr. Harpy. Assuming that is accurate, when you are in the process 
of considering a new project from among a wide variety of requests, 
presumably, how do you tie in with the Embassy and its economic 
people ? 

Mr. Warne. We have a Program Committee on which the Ambassa- 
dor has a representative and that is his economic counselor. 

Mr. Harpy. At what point in your consideration of a particular 
project does this committee function ? 

Mr. Warne. At the inception of it. 

Mr. Harpy. In the original screening ? 

Mr. Warne. Yes, sir. Then it may be a matter of negotiation with 
a Brizilian agency, and the Program Committee may not see it again 
until it is ready to submit it, but it sees it twice, at its inception and 
even after the Program Committee has gone over it, we review the 
program submittals with the Ambassador and his principal assistants. 

Mr. Harpy. That is at the time of submission of your budget 
requests ? 

Mr. Mraper. Why don’t we take the example of a program that was 
rejected by the committee and one that has been accepted, and find 
out from that? 

Mr. Warne. Just between you and me, I don’t think we ever got 
one far enough to the formal presentation to the Program Committee 
that was rejected. This is more or less continuous liaison. 

Mr. Meaper. I notice, according to this sheet, submission from FOA, 
your budget for Brazil in 1954 was $2,266,000. In 1955 it was $3,012,- 
000, and 1956 it is $3,485,000. In other words, in just 2 years it has 
gone up better than one-third. 

Mr. Warne. We haven’t actually received our 1956 one yet. That is 
a planning figure there, in 1956. 

Mr. Harpy. We just got it, didn’t we? 

Mr. Mountain. Yes, sir; just before we left Washington. 

Mr. Warne. That equals our advisory planning figure, and we have 
not been advised what our 1956 budget is yet. You say $3,399,000? 

Mr. Harpy. Yes. 

Mr. Warne. Thank you, gentlemen; you have given me information 


I didn’t have. 
Mr. Harpy. That is the estimate as of the 22d of September. 
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Mr. Warne. Yes; thank you, sir. In 1955 the United States con- 
tributed $861,700 to the agriculture program and Brazil contributed 
the equivalent of $2,381, 000. In health in 1955, the United States 
contributed $788, 600° and Brazil contributed the equivalent of $17,- 
129,000. In education in 1955, the United States contribution. was 
$358, 900, Brazil was $750,700. On other projects in 1955, the United 
States contributed $747,800, to which Brazil contributed in kind. That 
is a total United States contribution in 1955 of $2,957,000 against 
Brazilian contribution of $20,260,000, or a ratio of 1 United States 
dollar to 7 Brazilian dollars. The United States costs include grants 
to servicios and all other costs, exclusive of administrative costs. The 
Brazilian contribution includes Federal Government and third-party 
contributions figured at a ratio of 20 cruzeiros to 1 dollar. 

Mr. Mraver. I just wondered whether you could say when these 
programs are going to stop? I could think there must be a lot of 
projects to spend money on but somewhere the dividing line must be 
drawn. 

Mr. Warne. Mr. Meader, the figures on the program in Brazil are 
between 3 and 3.5 million in the succeeding 2 years. That represents 
in Brazil about the thinnest cover of any country out of nearly 60 
in which the cooperative programs are being operated. It amounts 
to 6 cents per capita, in comparison with other countries of over $1.20. 

Mr. Meaper. We could also say that Brazil isn’t quite as unde- 
veloped as some of the other countries we are going to stabilize. 

Mr. Warne. Let’s look at it from the point of view of area of the 
country. This is a tremendously big country. It has great resources, 
most of them undeveloped. Its devi elopment is lae king i in balance in 
almost every area. I wasn’t here this morning or this afternoon earlier 
but I suspect you were told a great deal of the economic problems of 
this country. They are of re: al concern to us, and this program is the 
only one we have got here endeavoring to alleviate some of those 
problems. Frankly, I don’t think we are at a point where we need 
to cry “halt” in Brazil. 

Mr. Harpy. That is not our purpose at all. What we are trying to 
do is understand the general situation. Maybe if we get a better 
understanding of it we will find that we do want to cut it down. 

Mr. Warne. All right. 

Mr. Meaper. You say you never got to the point of proposing a 
project to the Program Committee that was not accepted by the com- 
mittee. Is there some screening before, then ? 

Mr. Warne. Yes. 

Mr. Meaper. Can you give us an example of one? 

Mr. Warne. Well, yes; it may not be the best example in the world, 
and we may reconsider it but the Air Ministry has a technical school 
at San José Dos C ompos. For several years they hired American 
professors to teach various aeronautical “subjects. About one-third 
of the student body is military and the rest is civilian. They asked 
that we substitute our resources for the Ministry’s in the payment of 
the salaries of the professors this year, since they are having difficulty 
in getting dollars. Our review indicated that that would not qualify 
as a technical-assistance program. We have certainly held that one 
in abeyance. 

Mr. Mer ADER. How much money is involved ? 

Mr. Warne. $140,000 a year for 7 years, at least. 
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There are many reasons why that school ought to be maintained, 
and it is possible that we can work out something with them but not 
on the basis on which it was pursued here. | 

Mr. Harpy. I just have this question in my mind in connection with 
that. Has that Program Committee really been able to make any 
comparison of the projects which were under consideration or were 
they just simply given a project and told: “Here is one that we have 
decided on after screening in our own staff.” Does the action of the 
Program Committee actually amount to anything, or is that simply a 
formality for the purpose of getting a program on its way ? 

Mr. Warne. I think it amounts to something. 

Mr. Harpy. Do they have any comparison or is it simply an ap- 
proval of something that is already a foregone conclusion ? 

Mr. Warne. Maybe the Brazilians—the Program Committee, it- 
self, is made up of the principal officers of my mission, including the 
Chiefs of Health, Agriculture, and Education; it serves as well to 
determine relative priority, relative size of programs within given 
fields of activity that are already underway. I believe its determi- 
nations are more useful there. 

Mr. Harpy. The question is in connection with tying your programs 
in with the needs of the Embassy. Apparently, the first time that the 
economic folks at the Embassy get it—this is my reaction—is when 
it is submitted to the Program Committee, and they have never 
turned one down so it is a cut-and-dried proposition. I still don’t 
get any indication of any tying in in the formative stages with the 
needs as formulated by the Embassy. 

Mr. Warne. By me? Are yousaying that I said that? 

Mr. Harpy. I certainly am. 

Mr. Warne. I have never said the Embassy didn’t have a chance to 
nae 

Mr. Harpy. The question was raised as to how the screening process 
from among these requests was geared in with the economic needs as 
determined by the Embassy staff. Your answer was that it was done 
through this Program Committee. Then we came back and asked, 
“When does the Program Committee act on it?” and you said the 
Program Committee gets into it at the beginning. Then we asked 
for an illustration of one turned down and one approved. Your reply 
was that there had been none turned down. My impression is they 
are submitted cut and dried to the committee, anata screened, and 
they never turn them down. 

Mr. Warne. I have a staff meeting every week right around this 
table. The Embassy’s representatives are present at each of them, 
not just Mr. Terrill, but the labor attaché and the representative of 
the ‘Treasury here, Mr. May, and others, depending upon the nature 
of our work that particular week. I have been invited to attend the 
economic counselor’s staff meetings, which I do when I am in town. 
There is a fairly close relationship there between developing projects 
and implementing projects. Iam 2 

Mr. Harpy. I am not questioning that for a second and it may be 
that Tam wrong. I am, frankly, at a very serious state of confusion 
over this particular session we have had this evening. We are going 
to have to spend more time on this tomorrow. 





Sa 


amo 
othe: 
show 
M: 
are a 
rejec 
emp] 
Mi 
(T 
Mi 
will: 


(T 





TECHNICAL ASSISTANCE IN LATIN AMERICA 71 


Mr. Meaper. There seem to be two projects approved recently. I 
assume they were approved by the Program Committee and have been 
passed and approved by the Ambassador. Is that right ? 

Mr. Warne. I believe it to be correct. 

Mr. Harpy. Let’s stop right here. You know that kind of a state- 
ment doesn’t help us a bit. 

Mr. Warne. Well, it is correct so far as I know. I think it is cor- 
rect. I don’t have a copy of the document the Embassy sent to 
Washington. 

Mr. Harpy. Youdon’t have? Have youseen it? 

Mr. Warne. I have not seen it, sir, but to the best of my knowledge 
it is correct. 

Mr. Meaper. How much does the social welfare program involve 
in terms of dollars ? 

Mr. Warne. $76,400, plus a training grant of $5,600, and also an 
additional training grant. 

Mr. Meaper. Is that a 1-year program, or will that go on in- 
definitely ? 

Mr. Warne. It is not planned as a 1-year program, although it is 
self-contained. 

Mr. Meaper. How about the housing program ? 

Mr. Warne. $59,300, plus additional training grants of some odd 
amounts. I give you two figures because one is in ‘categor y A and the 
other in B. We were given two figures to shoot at and we had to 
show it that way. 

Mr. Meaper. I would be very interested to know what those projects 
are and why they are approved and the one for the Air Ministry was 


rejected. If there is some way of getting at the reasoning and criteria 
employed, I would certainly like to see it. 

Mr. Warne. Yes. 

(The information requested appears on pp. 130 and 143.) 

Mr. Harpy. I think this is a good time to quit for tonight. We 
will meet again tomorrow with Mr. Warne and his people. 

(The meeting adjourned at 5: 43 p. m.) 
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UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 





TUESDAY, OCTOBER 11, 1955 


House or REPRESENTATIVES, 
SuspcoMMItTTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Rio de Janeiro, Brazil. 

The subcommittee met, pursuant to notice, at 10:45 a. m., in the 
American Embassy, Rio de Janeiro, Br azil, Representative Porter 
Hardy, Jr. (chairman of the subcommittee) presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Also ‘present : Hon. James C. Dunn, United States Ambassador to 
Brazil; Robert P. Terrill, economic counselor ; Harvey Buffalo, admin- 
istrative officer; Charles M. Elkinton, agricultural attaché; John M. 
Vebber, public affairs officer, United States Embassy ; William E. 
Warne, director, United States Operations Mission to Brazil; Irving 
Salert, labor attaché, United States Embassy ; William Crowe, execu- 
tive officer, United States Operations Mission; Edward Heffron, infor- 
mation officer, United States Information Service; William C. 
Trimble, Minister Counselor, United States Embassy ; and Emerson I. 
Brown, minerals attaché, United States Embassy. 

Subcommittee staff members present: Maurice J. Mountain, coun- 
sel; and Walton Woods, staff investigation. 

Mr. Harpy. Let the subcommittee come to order. We want to con- 
tinue with Mr. Warne and his discussion of the point 4 program down 
here; but before we get back to where we were last night, I think 
maybe it might be well if I cleared up a point or two. The purpose of 
the committee is to get as factual a development of these various 
subjects as we can. We have no desire to embarrass anybody at all, 
and I certainly hope that the kind of questions I ask are not misleading, 
because if anybody attempts to read a particular motive into a question 
of mine, they are liable to be as far off the track as it is possible to get. 

A question coming from any member of the committee would not 
be reflective of any particular point of view of the committee, because 
all of us are trying to develop the facts as they are. I think that would 
apply to some of the testimony developed yesterday, particularly 
some of that having to do with the origination of new point 4 pro- 
grams, especially that concerning the requests originating with the 
Brazilian Government. 

Mr. Mountain, if you can pick up where we left off, we'll follow 
whatever procedure you have developed as most expeditious. 

I do have a few points I want to raise later in connection with this 
tabulation on the distribution of training participants. 
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Mr. Mountarn. Mr. Warne, to put some of our questions in per- 
spective and clarify your answers, I believe you stated that you first 
reported here in May of this year ? 

Mr. Warne. May 27. 

Mr. Mountain. Then such testimony as you are able to give to this 
committee about the ICA will be firsthand knowledge only from that 
point on, and the rest, the history you gave us yesterday, and many 
of these other details, are knowledge obtained from your colleagues 
and the record available to you here. 


FURTHER STATEMENT OF HON. JAMES C. DUNN, UNITED STATES 
AMBASSADOR TO BRAZIL; ACCOMPANIED BY WILLIAM C. 
TRIMBLE, MINISTER-COUNSELOR; ROBERT P. TERRILL, ECO- 
NOMIC COUNSELOR; CHARLES M. ELKINTON, AGRICULTURAL 
ATTACHE; JOHN M. VEBBER, PUBLIC AFFAIRS COUNSELOR; 
IRVING SALERT, LABOR ATTACHE; DR. LAMAR A. BYERS, 
MEDICAL OFFICER; HARVEY A. BUFFALO, ADMINISTRATIVE 
OFFICER; WILLIAM E. WARNE, DIRECTOR, UNITED STATES 
OPERATIONS MISSION; ROBERT GROVES, DEPUTY DIRECTOR, 
UNITED STATES OPERATIONS MISSION; AND WILLIAM W. 
CROWE, JR., EXECUTIVE OFFICER, UNITED STATES OPERATIONS 
MISSION 


Mr. Warne. I spent 314 years in Iran with this agency. So far as 
my knowledge of this program is concerned, it is what I have tried to 
gain from the record. I have been all around the country looking at 
projects, talking with people, et cetera, but my actual knowledge dates 
from May 27 of this year. 

Mr. Mounratn. I’d like to refer to the question discussed yesterday 
about the rejection of projects by the Program Committee. I believe 
you stated there had been none to your knowledge, and this, I presume, 
refers to the period from May on ? 

Mr. Warne. Yes, it does. 

Mr. Mountarn. Are you aware of the actions of the Program Com- 
mittee prior to that date, as to whether or not they rejected some before 
them ? 

Mr. Warner. I don’t know. I looked over some of the minutes this 
morning. They had a meeting a couple of weeks before I got here 
at which certain projects were discussed, but I don’t know from my 
own knowledge—or even from having reviewed the record—whether 
they did reject projects at other meetings or not. 

Mr. Mountain. Do you have a deputy ? 

Mr. Warne. Yes. 

Mr. Mountarn. What is his name ? 

Mr. Warne. His name is Robert Groves. 

Mr. Mountain. Was he here before you ? 

Mr. Warne. Yes, sir, he has been here a long time. 

Mr. Mounratn. So we could ask him questions on what happened 
before May? 

Mr. Warne. Yes, I think he would be able to answer such questions. 
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Mr. Harpy. Reference to minutes might give a pretty good picture 

of what was actually done, but minutes “of a meeting might very well 
fail to disclose consideration of a particular subject t about which no 
final action was taken. 

Mr. Warne. That is true. Formally, the minutes only record 
action. 

Mr. Harpy. That is correct, so you would be under some handicap 
to have these as your principal guide with respect to actions of any 
group that you might have under your jurisdiction now. Wouldn’t it 
be difficult for you to try to gage or determine what their total scope 
of activity was by the minutes ? 3 

Mr. Warne. Yes, sir. As carefully as you keep them, it is still only 
a record of action. 

Mr. Mountain. Might we call Mr. Groves? 

Mr. Harpy. Yes, please. 

Mr. Mounratn. Mr. Groves, will you tell us how long you have 
been with the ICA mission under its various labels in Brazil ? 

Mr. Groves. I was with the Institute of Inter-American Affairs 
from April 1942 until the end of June 1944, and that was 2 years; and 
I returned to the Institute of Inter-American Affairs in October of 
1951 and have been with them until now. 

Mr. Mountain. All in Brazil? 

Mr. Groves. No, sir, it makes a sen of 6 years in Brazil; several 
years in other areas of Latin Americ: 

Mr. Mounrtarn. During these oak few years, have you had the job 
of Acting Director of the technical assistance mission here? 

Mr. Groves. Yes, sir. 

Mr. Mounratn. Can you tell us what periods you were Acting 
Director ? 

Mr. Groves. I probably assumed the responsibility as an Acting 
Director in about August of 1952. Atthat time 

Mr. Harpy. Would you mind taking. out that word “probably”? 

Mr. Groves. Gladly, sir. 

Mr. Harpy. You have one qualification in there, when you said 
“about,” and that is understandable. But that’s enough. 

Mr. Groves. So it was about August 1952. ‘That was under a dele- 

gation of authority from the then Director of Technical C ooperation 
in Brazil,-Ambassador Merwin L. Bowen who was also head of the 
Joint Brazil-United States Economic Development Commission. 

Mr. Meaper. Do I understand that the Ambassador in 1952 was also 
the head of the point 4 program ? 

Mr. Groves. Not the Ambassador of the Embassy. It was a title 
he had as head of this Joint Commission. When he returned to Wash- 
ington on the Ist of July, 1951, I became Acting Director until Mr. 
Hartzel came to Brazil in February of 1952. I was Acting Director, a 
little over a year, but not continuously ; there were breaks. 

(Mr. Groves later submitted to the committee the following list 
showing a breakdown of the dates and various titles he held) : 





August 1952 to June 1953, Acting Deputy Director; July 1953 to February 
1954, Acting Director; March 1954 to April 1954, home leave ; May 1954 to June 
1954, Deputy Director; July 1954 to June 1955, Acting Director; July 1955 to 
date, Deputy Director. 


Mr. Harpy. But you were continuously acquainted with this pro- 
gram during all that period ? 
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Mr. Groves. Yes, sir. , 
Mr. Harpy. Was there a Program Committee during that period ? 


Mr. Groves. Yes, sir. : } 
Mr. Harpy. Did it screen projects, and accept and reject projects 
proposed by the point 4 staff # 

Mr. Groves. Yes, sir. ; 

Mr. Harpy. Are you aware of any projects that were rejected? 

Mr. Groves. It would be difficult for me to name a particular project 
from memory that was rejected. Perhaps with some assistance, I can 
recall some of those projects and say why. I can say every project, 
whether a formal request from Brazil or something we even heard 
about, was discussed at our Program Committee meetings. _ 

Mr. Harpy. Your Program Committee at that time—did it include 
Embassy personnel ? 

Mr. Groves. Yes, sir. 

Mr. Harpy. Was the arrangement of the Program Committee then 
about the same as it is now, personnelwise ? 

Mr. Groves. Yes, sir. 

Mr. Harpy. How often did your committee meet ? \ 

Mr. Groves. It met regularly once a month and more frequently on 
special occasions. 

Mr. Harpy. Is that the situation now, Mr. Warne—do they meet 
regularly ¢ 

Mr. Warne. We haven't set a meeting date each month; no. 

Mr. Harpy. Do you know how many meetings it has held since you 
have been here ? 

Mr. Warne. Three, almost once a month, I guess. 

Mr. Mounratrn. Did this period in which you held this acting di- 
rector function include the time after FOA was set up as a separate 
agency ? 

Mr. Groves. Yes, sir. 

Mr. Mounrarn. Then in your knowledge of the Program Com- 
mittee, it actually operated to screen effectively projects which were 
proposed by the point 4 staff ? 

Mr. Groves. Yes, sir. 

Mr. Mounrarn. Are you aware, Mr. Groves, where the initiation of 
projects came from in past years—whether from the Brazilian Govern- 
ment or elsewhere ? 

Mr. Harpy. Technically, they all originated with the Brazilian 
Government, we’ll accept that, but presumably there is some particular 
objective. Maybe we should change that word “originate” to the 
time of the consideration in the initial screening. Maybe that is a 
better approach to it, because I am still concerned about this question 
of generation of requests. Certainly, there must have been, in the 
screening process, particular concern on the part of the economic 
people in the embassies on some of the projects. There must have been 
particular concern of the FOA personnel, based on their knowledge 


of conditions in carrying out programs which were then underway, 


which formed their major driving power behind the approval and 
development of a particular project. Is that a reasonable assumption 
on our part, or isn’t it? 

Mr. Warne. I think it is a reasonable assumption, yes, sir. . 

Mr. Harpy. So if we talk about the screening and development of 
a project, rather than its initial request, maybe we can talk sponsor- 
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ship. In that frame rather than “before it was first presented or 
suggested.” Of course, your initial request is only in the form of a 
suggestion, I presume ? 

Mr. Warne. Yes, sir; it is a proposal. 

Mr. Mountain. When you speak of a “request” of a government 
you mean a formal submission ? 

Mr. Warne. Here is a project proposal, signed by myself and 
Senator Sales, designated by the Government of Brazil to join in. 
It is one you asked for yesterday, Mr. Meader. 

Mr. Harpy. Let’s talk about this one just a minute. Where was 
this form prepared ? 

Mr. Warne. In our office. 

Mr. Harpy. What was the nature of the original request ? 

Mr. Warne. Letters from agencies interested in the project. I am 
not sure which project that is. That is the fact, letters from agencies. 

Mr. Harpy. Making a suggestion of a need, and so the formal prep- 
aration of the proposal has to be prepared in your office, doesn’t it? 

Mr. Warne. Without any question, it does. So the actual form 
of the request is the concurrence of the representative of Brazil on 
that particular document right there. That stands as a formal request. 

Mr. Harpy. Since May, there have been two new projects approved 
and sent through, is that correct ? 

Mr. Warner. It isn’t quite so easy to say. There have been 12 that 
have been before Senator Sales which, for one reason or another, some 
of them technical, required an indication of Government approval, 
Government request. 

Mr. Harpy. The formal request we have been talking about, is this 
document here which is prepared in your office ? 

Mr. Warne. Yes, sir. This is the final evidence of the request. 
This is the man appointed to sign these documents by the Government 
of Brazil. 

Mr. Harpy. He signs the document that constitutes a request of the 
Government ? 

Mr. Warne. That is true. 

Mr. Harpy. And it might have grown out of a letter or a conversa- 
tion, I presume. Couldn’t the preparation of one of these forms 
develop from a conference or conversation ¢ 

Mr. Warne. Yes. 

Mr. Harpy. But your formal request is completed when he signs the 
form which is prepared in your office, so that the request itself, or 
rather the execution of this form, comes after there has been consider- 
able discusison and consideration, and we are getting to the area with 
which I was concerned yesterday—I won’t dwell on it today, but that 
area of preliminary discussion and consideration before the formal- 
ized request is what we are interested in. 

Mr. Warne. That’s right. There has to be that, because the request 
has to be specific, and it’s got to be documented. 

Mr. Harpy. That’s right. Now, within that area of consideration, 
prior to the formalization of the request, how frequently do projects 
grow out of needs felt by the Embassy personnel, and how frequently 
do they grow out of needs which are brought first to the attention of 
ICA personnel ¢ 

Mr. Warne. I don’t know whether my experience here is long 
enough to be of value to you on that. Part of the time these things 
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are discussed between both of us—such as the labor training program. 
The labor attaché and I, I think we were about equally interested in 
that. 

Mr. Harpy. Let’s talk about this period since May. We have a 
limited number of projects we can talk about. . 

Mr. Warne. That’s right. And the labor one is one in which, cer- 
tainly, Mr. Salert was the moving spirit. At least, he came from the 
Embassy staff. 

Mr. Harpy. Would you say that most of the others have been devel- 
oped through conversations or correspondence or conferences between 
ICA personnel and Brazilians? 

Mr. Warne. Some of them have. You must remember this, Mr. 
Chairman, about the great majority of these projects in our program 
this year: A great majority of the money in our proposed program 
this next year goes on to projects that were approved maybe 15 years 
ago. The SESP project gets the biggest hunk of it. 

Mr. Harpy. I’m talking about new projects now. 

Mr. Warne. Of the dozen we took before Senator Sales for reason 
of the need of an indication of Government approval in Brazil, most 
of them, I think, had their origin in communications we got directly 
from Brazilian agencies. I mean by “we” the ICA group. 

Mr. Harpy. The only purpose in trying to develop this is one of the 
problems that I have felt had a potentiality for being disturbing in 
this general operation. The area that has bothered us to a consider- 
able extent is that there is policy involved in the development of these 
new programs. 

Mr. Warne. Yes, sir. 

Mr. Harpy. The Embassy’s staff has a policy concerned with all the 
economic conditions in the country, insofar as they relate to the policy 
of our country, and ICA has a policy which relates to its programs, 
so there has seemed to us to be a possibility of policy conflict unless 
there was an awful close coordination. 

Mr. Warne. I think there is an obvious possibility of policy con- 
flict if you are not coordinated in the development of the plans. We 
get instructions from Washington on certain elements of the program. 
We endeavor to follow as best we can the instructions that we get. 

Mr. Harpy. Having in mind that the ambassador in every country 
has the overall responsibility for the conduct of our governmental 
policies within that country, and having in mind that in all of the 
embassies there is a portion of his staff concerned with economic mat- 
ters, and having in mind that there is also operating in that country 
another agency which is semiautonomous within the Department of 
State—the ICA—under the present situation, and the overall responsi- 
bility of the ambassador for the policy direction of our United States 
Government, I have just been trying to see how close a tie-in there is 
between the ICA personnel on the one hand, and the embassy economic 
personnel on the other, particularly with respect to the development 
of new programs and new activities. 

Mr. Warne. Mr. Chairman, perhaps I can help you by telling you 
what I have done. I will be glad to try it. In my first meeting with 
Ambassador Dunn, I told him that I would make an honest effort to 

inform him, in advance, of any action I took that I thought bore on our 
policy here in Brazil. And I have conscientiously carried that out by 
sending to him the materials that I have sent in to Washington with 





reg 
suc 
in | 
of t 


the 
ano 
his 
has 
I 
ing 
\ 
gra 
N 
N 
M 
got 
brie 
ingt 
J 
befc 
Was 
M 
this 
you 
subs 
the 
clea: 
be p 
thin 
unle 
M 
M 
a sit 
no s) 
any 
thin! 
appl 
M 
bass: 
he is 
It 
bass: 
that 
nate 
Nc 
prog 
That 
that 
comn 
Mr 
carry 
on. th 
that 





TECHNICAL ASSISTANCE IN LATIN AMERICA 79 


regard to program development. When we had an important matter, 
such as the submission of the 1956 program proposals, we spent 3 hours 
in his office going over it in some detail with him and other members 
of the Embassy staff. 

Now it is a matter of my judgment whether I have sent to him all of 
the things he’d like to see. I don’t think he can be both Ambassador 
and director of a mission and have every little thing passed through 
his hands—I don’t believe he’d get his work done. ‘So the judgment 
has been mine as to the matters I have called to his attention. 

I have tried to do it conscientiously. I have called every program- 
ing matter to his attention before I have taken final action on it. 

Mr. Harpy. Have you had presented to you suggestions for pro- 
grams by his staff ? 

Mr. Warne. Not since I have been here. 

Mr. Meaper. You did mention the labor program. 

Mr. Warne. That was actually suggested and undertaken before I 
got down here. The proposal was in WwW ashington when I was being 
briefed for coming down here and I met Mr. Salert who was in Wash- 
ington at the time ‘and we got it approved. 

The approval didn’t arrive until after I got back, but the subject was 
before them, pending the endorsement of the agency while 1 was in 
Washington. 

Mr. Meaper. I think we are getting to the key of this thing. On 
this question of your calling to the Ambassador's attention the things 
you think he would be involved with, I am sure the Ambassador would 
subscribe to your observation that he couldn’t undertake to know all 
the details of the ICA operation, but in the absence of any rather 
clear-cut and specific indication of the type of matters which should 
be presented to the Ambassador as they come to your attention, the only 
thing you can do is exercise the best judgment you have along that line, 
unless he gives you a specific request. Is that right ? 

Mr. Warne. That is right, and he has not done that. 

Mr. Harpy. Then he couldn’t even know what to ask for, so we're in 
a situation involving human relations and judgment. But are there 
no specific instructions from the W ashington level that would clear up 
any possibility of misunderstanding along that line? Again I am not 
thinking entirely about the local arrangement, but a general 
application. 

Mr. Warne. The instructions that are in force are that the Am- 
bassador is the coordinator of all programs in the country to which 
he is accredited. 

It says he cannot delegate that responsibility. So it is the Am- 
bassador’s responsibility to coordinate the programs. I recognize 
that and have done my level best to make it feasible for him to coordi- 
nate our programs W ith other programs here. 

Now that is about the way it stands. Washington asks for the 
program call, that call is for the USOM Director’s 1957 program. 
That is the term. In other w ords, they ask for my program and ask 
that it be submitted in a manner in which the Embassy would 
comment. 

Mr. Warne. It was for the purpose of enabling the Ambassador to 
— out the obligations that had been placed upon him for passing 
on the-separate programs that we held a special meeting in his office 
that went on until late in the evening and covered our program in 
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great detail, with lots of questions asked and lots of explanations 
iven. 

Mr. Harpy. You made an observation a moment ago about the cur- 
rent directive placing on the Ambassador a responsibility for co- 
ordination. I think you made a point of the fact that it did not 
give the Ambassador authority to deleg ate that responsibility. That 
is a general State Department inatvestion’ 

Mr. Warne. Yes, sir. 

Mr. Harpy. I would assume that it did not deny to the Ambassa- 
dor the right to the normal use of expert personnel on his staff in 
assisting him in his evaluations. 

Mr. Warne. I shouldn’t think it would. 

Mr. Harpy. The ultimate responsibility rests on him just as the 
ultimate responsibility for a multitude of official acts rests on the 
President. I would suppose that in most cases our Ambassadors are 
able to do better than the President can do in carrying out that same 
kind of responsibility, but there are an awful lot of things that the 
President cannot deleg: ate, and all he can do is sign his name, because 
it isn’t humanly possible for him to have an understanding of all 
those things. 

Mr. Mounrarn. Mr. Chairman, I’d like to read into the record a 
pertinent portion of Executive Order 10476, which refers to the mat- 
ter Mr. Warne has been speaking about. 

Mr. Harpy. Please do. 

Mr. Mounrarn. I quote section 301 (d) of Executive Order 10476, 
effective August 1, 1953: 

No chief of United States diplomatic mission shall delegate any function con- 
ferred upon him by the provisions of this part which directly involves the 
exercise of direction, coordination, or authority. 

I believe that is the section you referred to, Mr. Warne? 

Mr. Warne. Yes, sir. 

Mr. Mounrarn. Mr. Warne, in the screening of projects by your 
staff and yourself, do you have available to you any comprehensive 
economic picture of Brazil against which you can judge the priorities 
of one project as against : another ? 

Mr. Warne. The only thing I have of that nature would be the 
report of the Joint Commission, I think, which—how old is that 
now, 2 years? That is 2 years old. 

Mr. Mounrar. Is this a basic comprehensive document ? 

Mr. Warne. Within the limits of the term of reference. 

Mr. Harpy. That certainly wouldn’t give you current data. It’s 
not very helpful. I thought there was a continual process of eco- 
nomic information being gathered. 

Mr. Warne. We get the weekly reports. Those come out once a 
week, 

Mr. Mounratn. Do you feel this is adequate information for you 
to pursue your operations and planning? 

Mr. Warne. I certainly don’t feel it is adequate, but I don’t know 
whether that is all that exists or not. As I said yesterday, the prob- 
lem of looking for a plan in this country is a very, very difficult one. 
It doesn’t exist, to my knowledge. 

Mr. Mounratn. To what extent do you have access to the economic 
reports of the Embassy ? 
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Mr. Warne. Outside of the weekly report, we don’t get any of 
them on a regular basis. 

Mr. Harpy. What other data would there be? I don’t know myself. 

Mr. Warne. I don’t either, sir. 

Mr. Harpy. Other than a weekly report 

Mr. Warne. I don’t know. Other reports, I judge—I don’t know 
whether they are on specific questions or not. 

Mr. Mountarn. Does the Embassy make their files available to you ? 

Mr. Warne. Yes, sir; I have never been denied anything in the 
Embassy files, not at all. 

Mr. Mounrvarn. Is that adequate for your purpose, or do you feel 
the need for further economic information in programing your 
activities ? 

Mr. Warne. I certainly feel the need for further economic infor- 
mation in programing the activities of the mission here, but I don’t 
know whether that results from the fact that the country is disor- 
ganized and there isn’t any such information available or what. 

Mr. Harpy. What you are saying, in effect, is that you always 
need more information, and particularly down here because of the 
nature 

Mr. Warne. Because of the nature of the situation in Brazil. 

Mr. Harpy. You do have access to all the information that is 
available ? 

Mr. Warne. Mr. Congressman, I have not been denied anything in 
the Embassy file. 

Mr. Harpy. Let’s take that question and that answer and see what 
is missing. 

Mr. Warner. The missing point is, I am not sure what is available. 

Mr. Harpy. Now we are getting somewhere. That’s a situation 
that I don’t think would be too difficult to remedy. 

Mr. Meraper. Just simply ask them what they have. Have you 
asked them what additional reports are available that might be of 
interest to you, other than the weekly report ‘ 

Mr. Warne. I have asked to be informed on anything that con- 
cerns our program, just as I promised to inform the Ambassador on 
anything I thought would lead to, or did involve, policy determi- 
nation. 

Mr. Meaper. Do you know whether you have been informed or not ? 

Mr. Warne. I know I have received the weekly reports. 

Mr. Harpy. Apparently you feel that you are in the same position 
that you thought maybe the Ambassador was in on your reporting 
to him. 

Mr. Warne. That’s right. 

Mr. Harpy. Would it be safe to assume the economic section of the 
Embassy has an understanding with you that they will provide you 
with all matters of your interest, again relying on somebody’s judg- 
ment? 

Mr. Warne. I don’t deny that. 

Mr. Harpy. I understand, that isn’t the purpose of this. What I’m 
trying to do is explore this general area. If a problem area exists 
here it probably exists everywhere else. 

Mr. Warne. I wouldn’t be surprised. 

Mr. Harpy. I’m trying to explore this area to see if we can find 
the points at which a better development of these programs could 
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take place. That’s a major function of our trip here right now, to 
find a way to make the various United States agencies operating 
abroad more effective. 

Apparently we have hit an area where there is some doubt in your 
mind that you are receiving from the Embassy all the information 
they have bearing on all of your programs. 

Apparently, there was some doubt you were furnishing the Am- 
bassador with all the information he needs. 

Mr. Warne. I'll say this: I don’t see as many reports here as I did 
in Iran. 

Mr. Harpy. Now we are getting somewhere. 

Mr. Meaper. But in Iran they were spending $82 million and doing 
a lot of aid work which they are not doing here. 

Mr. ae Yes, sir. In Iran we had a quite different type of 
program. I don’t iknow whether you find each mission is different 
from the other, This one is different from Iran. 

Mr. Harpy. I think we have carried this particular subject as far 
as wecan. There seems to be some doubt as to whether the interchange 
of information between the Embassy staff and the ICA group is 
adequate. That is one I feel sure you, Mr. Ambassador, can take 
care of. 

Ambassador Dunn. We can clear that up right here. 

Mr. Meaprr. I got the impression that certain types of reports 
being worked on, for example mining, and also one on petroleum. 
I don’t know whether the type of information gathered would be of 
any use in your projects in agriculture and he: lth. 

Mr. Warne. We also have projects in geological survey and mining. 

Mr. Harpy. That brings up this question: You have projects along 
those lines. There are personnel in the Embassy that devote time to 
gathering those statistics. There would, undoubtedly, be an inter- 
relationship between the things you are doing and the things the 
Embassy is doing. In connection with the need you referred to a while 
ago for additional information, have there been times when you felt 
the need to request special information from the State Department 
in connection with this normal effort of gathering data? 

Mr. Warne. I dont’ think I have had the occasion, up to this time, 
to suggest a special report on the subject. 

Mr. Harpy. Would that be a normal thing to do? 

Mr. Warne. Yes, sir; I should think it would be in view of the w ay 
we are organized here. I other words, the economic section here is 
separate from our mission. Now that isn’t true in all areas. In the 
event we have a problem that can be recognized as requiring a special- 
ized report, I would feel free to ask them for it. I think I should ask 
them for it. 

Mr. Harpy. Let me reverse this picture. Have there been occa- 
sions when your personnel, working on this specific project, could as- 
sist the Embassy ’s personnel in gatheri ing this data ? 

Mr. Warne. Yes, sir. 

Mr. Harpy. So that their job would be easier ? 

Mr. Warne. Yes, sir; and that has been done. 

Mr. Harpy. On aspecific request ? 

Mr. Warne. I can’t answer you on that. But Mr. Brown and our 
geological survey group confer every time one of our men is in town. 

Mr. Harpy. All of this points up to me the fact that here there 
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two groups working in somewhat the same field with different respon- 
sibilities but a dimikarity exists, and unless there is pretty close liaison 
between these people performing in the same area, there is bound to 
be a lot of stuff that. goes unnoticed by both which the other could 
provide. There may be a way to overcome that. Each could supple- 
ment the other’s operations. There has to be a rather intimate rela- 
tionship between the two. 

Mr. Mountain. Mr. Warne, in your planning problems and to the 
extent that you have had economic information available, have they 
been made difficult by the absence of reliable statistical information 
because of the nature of this Republic and its public information ? 

Mr. Warne. Statistics here are most unreliable in any field outside 
of what SESP itself has developed in the public health field. 

I think the reporting on coffee statistics is accurate, but it is even 
doubtful whether estimates of losses in times of frost are accurately 
given in the major crop of coffee. 

Mr. Mountarn. This makes it difficult for you to know, in setting 
up a project, just where you are starting from ¢ 

Mr. Warne. You have to rely on your own observation. You had 
better go look at it first. 

Mr. Mounrarn. Does that make it hard to find out, after a year or 
so, how far you have gone, since you don’t know where you started 
from ¢ 

Mr. Warne. Yes, it does. 

Mr. Mountain. Isn't it true, Mr. Warne, in developing a program, 
faced with these facts we have just discussed, that it 1s almost impos- 
sible to have a comprehensive, interrelated program ? 

Mr. Harpy. I think you had better explain that. 

Mr. Mounrarn. Perhaps I should strike out that question and re- 
phrase it. 

In the face of these facts about the absence of statistics, no clear 
knowledge of where you started from, no quantitative knowledge or 
where you have gone, and in the absence of comprehensive economic 
information that is reliable about the country, are you not forced to 
pick projects which seem good, without interrelationship to one 
another ? 

Mr. Warne. I think I get the aim of your question. Let me try to 
answer it. While it is impossible, I think, to erect a structure for the 
program that is truly comprehensive, both by reason of the fact we are 
on uncertain ground on the basic statistics and other information, and 
some areas are interrelated and some aren’t, and the fact that our 
program is demonstrative—not for the purpose of carrying through 
the development—— 

Mr. Harpy. Don’t pursue this any further, because it is a matter of 
opinion, and we will have to formulate our own. 

Mr. Warner. Nevertheless, these projects can be related one to the 
other so that they do give a pattern, and that is what we have tried 
to do. 

Mr. Harpy. Within a particular, broad program you can relate one 
toanother? Within the health program, for instance? 

Mr. Warne. We can relate health to agriculture. We can relate 
those two to a basic education program if we ever develop one. 

Mr. Mountarn. Mr. Warne, I would like to refer to the problem of 
unliquidated obligations of ICA projects and programs in Brazil. 
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We have a submission from the Department, Mr. Chairman. I ask 
permission to include in the record, which shows that there are un- 
liquidated obligations in the Brazil program, as of September 22, 1955, 
of $3,197,900. 

Can you tell us, Mr. Warne, the reason for this sum of unliquidated 


obligations ? 
(The document referred to is as follows :) 
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86 TECHNICAL ASSISTANCE IN LATIN AMERICA 


Mr. Harpy. These figures came out of the Washington office of 
ICA. Let’s assume they are accurate. 

Mr. Warne. Let’s assume they are correct, or approximately so, 
though they are a little different from ours. A few hundred thou- 
sand dollars less. We have a detail of these outstanding obligations 


prepared for you. 
Mr. Harpy. Without objection, it will be inserted in the record. 
(The document referred to follows:) 


Grand summary for appropriation 72-—11X1025(11), (allotment 012-71-5RR) 


Ol Persomal -werviews............... bik cate inl ind lta ta 90, 656. 
eI se recitreeicthicccckinkcmaandeoe Bcc tetele HO, 975. 
CS SE Oe iii ei at ccc ececies 28, 100. 
04 Communications 27. 
06 Rents and wutilities.._............. seo alt in icici ac cea gl cad 352. 
Ce COGRER CORTE ITI nid iin ie cece uo tie 3, 592. ¢ 
OS Tn ORI at ici nth eine eacennem 4, 7362°% 
09 Equipment 19, 646. 2 
2 SU Oe ivi ee hte hae ntoeuta 749, O83. 
Re i tee ended oh cetera obaabteaialonbaokcie ieee 720, 441. 
Purdue University 100, 000. 
United States Department of the Interior contract (USGS- 
30, 832. 
Federal Police Department project agreement 25, 000. 
Public Administration Services, Chicago contract 7, 000. 
Denver University contract 31, 300. 00 
State of Sio Paulo project agreement_____-_____________ ie 15, 000. 00 


1, 876, 744. 86 
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Mr. Harpy. Why is there such a heavy obligation in agriculture ? 
You have got $373,000 from years prior to fiscal 1955. 

Mr. Warne. I would like to have Mr. Crowe answer this question, 
sir, if I may. 

Mr. Harpy. Of course. 

Mr. Crowe. There is $300,000 of this prior to 1955, which are grant 
funds to be paid into the servicio organization. Those were paid 
in during August of this year. They have been paid in now, so that 
would be reduced by $300,000. They were held out until August 
because we wanted to make the deposit at the same time that the 
Brazilian Government made its deposit into the joint fund. 

It made the appropriation in June but it took them time and 
they didn’t actually make the deposit until August, so ours was 
made at the same time. And the 1955 is being held under the same 
circumstances to match the next appropriation, which is pending 
in the Brazilian Government at this time and which is expected to go 
through prior to Christmas. 

Mr. Harpy. Do I understand that $300,000 was provided in a grant 
to servicio operations? 

Mr. Crowe. Yes, sir. 

Mr. Harpy. Out of the money in 1955, how much is involved in 
a grant for servicio operations ? 

Mr. Crowe. $300,000. 

And also let me point out one of the problems here in agriculture. 
It shows here on the 30th of June that $100,000 had been set up to 
finance the Purdue University contract which was all unliquidated 
obligations, whereas we know many. payments have been made out 
of that. The instructors are here, Purdue has been doing the work, 
but we haven’t gotten the information from Washington as to what 
of the $100,000 has been paid; so on our books it shows as an un- 
expended obligation. 

Mr. Harpy. This $300,000 that has just been deposited in the 
servicio simultaneously with Brazil’s fund. What followup do we 
make on the expenditure of those funds? 

Mr. Crowe. We get a report every quarter in specific detail on 
the expenditure of those funds. 

Mr. Harpy. Over a period of time? 

Mr. Crowe. That’s right. 

Mr. Harpy. Nevertheless, the fact remains we have $300,000 of 
our funds obligated over a considerable period of time. 

Mr. Crowe. Eighteen months. 

Mr. Harpy. How far back does that go? 

Mr. Crowe. Prior to fiscal 1954 funds. 

Mr. Mountain. At what point in 1954 were they obligated ! 

Mr. Crowe. April or May of 1954, for the end of fiscal 1954. 

Mr. Harpy. This whole discussion leads me to this question: We 
had the $300,000 appropriated for fiscal 1954. Presumably that was 
based on appropriations approved in July, effective July 1, 1953, for 
fiscal 1954. 

Mr. Crowe. That’s right. 

Mr. Harpy. Those funds were obligated in April or May of 1954, 
near the end of the fiscal year. They had been available at that 
time some 8 or 9 months. 

Mr. Crowe. Available, but not allotted down here. 
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Mr. Harpy. That is entirely possible. Maybe we’ve got too much 
lag—— 

Mr. Crowe. There isa big lag. 

Mr. Harpy (continuing). In Washington before you get your 
allocations; but what I am leading up to is this: The latter part of 
fiscal 1954 these funds were obligated to the servicio to carry out 
a program. But we withheld our funds because the Brazilian Gov- 
ernment didn’t come up with its part of the appropriation until re- 
cently, and I think it is a very wise action to withhold our funds until 
they come up with theirs, but they were 18 months behind. Theirs 
weren’t available until 18 months after ours were. 

Mr. Crowe. Not quite. 

Mr. Harpy. Don’t call me wrong for a month. We are getting to 
this: We have just deposited, in fiscal 1956, $300,000 which was ap- 
propriated for fiscal 1954, and we have another $500,000 of similar 
grants. 

Mr. Crowe. No; only $300,000 of similar grants. 

Mr. Harpy. Oh, that’s right. Appropriated for fiscal 1955. We 
are now in fiscal 1956, and what prospect do we have of early match- 
ing of funds by the Brazilian Government, or should we have actually 
made that appropriation now? 

Mr. Crowe. In my opinion, we have to have the funds on hand 
when they have their matching on hand. 

Mr. Harpy. Not for a year or two. 

Mr. Warne. No; I agreed to the point of striking out $300,000 that 
would otherwise have been suggested to be put in for fiscal 1957, so 
we will have no trouble matching next year’s funds. 

Mr. Harpy. You have no request for similar funds in fiscal 1956? 


Mr. Warne. That is correct. You see, our a is that once 
] 


this program starts, and it is started now, it rolls around each year. 
We have agreed to put in $300,600 if the funds are available, and 
they have agreed to put in Cr40 million if the funds are available. 

Their funds and ours became available in August of this year and 
we put them in. They have their budget before their Congress now 
and it includes another Cr40 million to put into that fund. Our 
$300,000 is on hand from fiscal 1955. We will have these 1955 funds 
with which to match their money. We will not need to sterilize 1956 
funds for the purpose. But now we have got it on a rotating basis 
and we have it under control. 

Mr. Harpy. So you left out 1 year, 1956, and you are planning to 
pick it up in the 1957 program ? 

Mr. Wider. That won’t hurt the program. 

Mr. Harpy. The fiscal 1956 budget was developed before you came 
here. In fact, 6 months before you came. Because of the routine 
it has to go through, actually, I suppose your 1957 budget is under 
consideration now. ’ 

Mr. Warne. We got the call for 1957 budgets yesterday and we 
haven’t gotten the 1956 program approved yet. 

Mr. Groves. You pointed out the 1954 funds theoretically became 
available in July 1953. We didn’t get the allotment of funds until 
January 1954, and the agreement to deposit the funds in April, and 
they were actually deposited in August. 

Mr. Mountatn. Do you know what held up your allotment of funds? 
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Mr. Groves. No, sir; we just didn’t get it. That was for fiscal 
1954. 

Mr. Mountain. That was the worst delay you have encountered 
here? 

Mr. Crowe. Yes, sir. 

Mr. Mountain. You don’t know whether it was due to the State 
Department holding up your program? 

Mr. Crowe. No, sir. 

Mr. Harpy. Mr. Warne, what is your personnel situation in agri- 
culture ? 

Mr. Warne. We are very short of people in agriculture. I put 
the statistcis in the record yesterday. I will speak generally about it 
now. 

Although they have put on quite a drive for us and have recruited 
several good people these last several months, we are still short of 
the men needed to go out into these rural areas and carry out the proj- 
ects we ought to have underway now. 

Mr. Harpy. Let’s skip that. Id like to check other things. 

Mr. Warne. I'd like to say that if you want a comment on this par- 
ticular problem, one of the things I did when I first came here was 
start digging into this subject. We have worked out a program 
which I think is going to be beneficial. We have found some obliga- 
tions that stand on the books for projects which seem to have been 
completed 2 years ago, because we have not received the clearance doc- 
uments on them. 

About $700,000 is involved in that kind of obligation. We have 
asked Washington, in a communication that went out this week as a 
result of the work we have been doing, to ‘assist us by advising 
whether or not those funds could be deobligated and returned. 

Mr. Harpy. The subcommittee would like to have a tabulation of 
all funds in those kinds of situations. Let us have a copy of it, please, 
sir; thank you. Ifthe ICA doesn’t have an overall or similar ‘tabula. 
tion, we want to ask them to get it. Thank you, Mr. Warne, that is the 
kind of thing we need. 

(The document referred to follows :) 

INTERNATIONAL COOPERATION ADMINISTRATION, 
Rio de Janeiro, Brazil, October 10, 1958. 


From Rio de Janeiro. 
Subject : Unliquidated obligations and unexpended balances of funds. 


A review and analysis of our financial records has revealed certain facts which 
it is felt should be brought to the attention of ICA/W for necessary action. 


UNLIQUIDATED OBLIGATIONS 


A number of relatively old obligations are still outstanding under prior year 
allotments, pending the receipt from ICA/W of advices of charge and/or other in- 
formation needed to effect liquidation. These unliquidated obligations are listed 
on attachment A to this airgram. It would be appreciated if ICA/W, after re- 
viewing this list, could inform us as to whether or not additional charges against 
these obligations are to be made. If not, USOM will take deobligation action, 
causing these amounts to become available for withdrawal and reallotment. 
(Assuming, of course, that the act for fiscal year 1956 provides for carryover of 
unexpended balances and makes them available for reallotment.) 
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UNOBLIGATED BALANCES OF ALLOTMENT 


Listed on attachment B are unobligated balances of prior year allotments, 
which are available for immediate withdrawal by ICA/W. It is desired to call 
particular attention to two sizable items: (a) The amount of $236,400.77 shown 
as unobligated under suballotment for industrial productivity. This project was 
discontinued over a year ago and no further expenditures will be made from these 
funds, and (b) the amount of $150,000 shown as unobligated under the suballot- 
ment for CABER, rural education project. These funds were to have been granted 
to a servicio type organization provided for under an agreement which expired 
June 30, 1955, and which was not renewed. The agreement was never imple- 
mented, so that the funds have been dormant since June 1952, the date the agree- 
ment was signed, we feel these funds should be withdrawn as soon as possibie and 
bec6me available for reallotment. 


UNEXPENDED BALANCES OF ALLOTMENTS 


The total of column 3 $1,064,027.29, shown on attachment C, indicates the 
amount of funds available for withdrawal by ICA/W if there are to be no fur- 
ther charges against outstanding obligations. This column is a composite of 
the amounts shown on attachment A as unliquidated obligations, and on attach- 
ment B as unobligated balances. If upon review by ICA/W it is found that 
additional charges are pending, USOM/Brazil should be furnished with sufficient 
information and/or advices of charge to enable it to take necessary liquidation 
action. The balance remaining unobligated after such action is taken would 
then become the exact amount te be withdrawn by ICA/W and available for 
reallotment. 

In several instances it has been found that obligations established under prior 
year allotments for contracts entered into by the Washington office on behalf of 
USOM/Brazil are insufficient to cover expenditures already made under such 
contracts, to say nothing of anticipated expenditures. A further check has re- 
vealed that this situation is due to the fact that USOM/Brazil has not been fur- 
nished with proper and sufficient documentation on which to base obligations of 
funds. It is urgently requested that we immediately be furnished with a state- 
ment showing in detail the contracts entered into, the total amounts under each 
which should have been obligated, and the fiscal year allotments affected in each 
case. This would enable us to normalize the situation, provided we are author- 
ized at this time to utilize prior-year unobligated balances to increase obligations. 
Any increase in obligations found to be necessary would decrease, of course, the 
amount which otherwise might be available for withdrawal by ICA/W. One 
example is shown on attachment A under industry and mining. The amount 
of $15,249.45, indicated as a credit obligation, represents charges received over 
and above the amount obligated for contract ITAc—45. Obligations in this case 
were established on the basis of the only documents of which we have a record 
of receipt here, and which apparently are not complete. 

In conclusion: The purpose of this airgram is to assist, insofar as possible, 
in clearing up certain problems affecting both the USOM/Brazil and ICA/W, 
and to request action that will eliminate the necessity for continuing the mainte- 
nance of records, and accounting for funds no longer available for use by 
USOM/Brazil under existing allotment authorizations. It is hoped that infor- 
mation presented herein is sufficient to enable ICA/W to make an early reply. 
Should additional information be required, please notify us. It is suggested 
that prior-year funds made available by virtue of this survey might be reallotted 
to USOM/Brazil under a fiscal year 1956 authorization for use in implementing 
its priority B projects as well as for use in connection with proposing new proj- 
ects which has been requested by various Brazilian agencies currently under 
consideration locally. A report on these requests will be forwarded to ICA/W 
as soon as possible. The attached statement does not include fiscal year 1955 
allotments; a report on these will be submitted around the close of the calendar 
year. 

WARNE. 
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ATTACHMENT B 


Appropriation 72-1121017 (11) allotment 012-41-2/4T—Unobligated balances of 


Agriculture. 


Industry and mining: 
Business administration - . -- 
Minerals and mining. -- - . 
Private investment. ----- 
Industry 
Project - 


Total 
Health and sanitation - 


Education: 
., 
CABER 
SENAI... 
SENAI (52)-.--. 


Total. 
Public administration: 
Consultations. -- 
USC Contr. 


Total. 


Community development, social welfare and housing: | 


Vital statistics _- 


M iscellaneous: 
Gibbs and Hill 
Joint Commission 


Total 
General training project 


Grand total. . 


allotments 





























ae —te 
| | | 
| Amountof | aeee | Unobligated 
| allotment Obligations balance 
(1) (2) | (3) 
—|—— |----— 
$672, 075. 35 en at i.......2...... 
32, 904. 00 | 32, 904.00 | a tala as 
436, 421. 06 | 436, 221. 06 | $200. 00 
35, 000. 00 | ae 35, 000. 00 
113, 497. 67 113, 497.67 |....-... ; 
295, 000. 00 58,599.23 | 236, 400. 77 
912, 822. 73 | 641, 221.96 | 271, 600. 77 
815, 064. 63 | 808, 064. 63 | 7, 000. 00 
451, 700. 01 451, 230. 60 469. 41 
ONS See ae 150, 000. 00 
17, 223. 06 £7, 9. @ 1; ...<ctp-~e. 
69, 000. 00 67, 498. 97 | 1, 501. 03 
687, 923. 07 535,952.63 | 151,970. 44 
352, 818, 17 | 351, 698. 63 | 1, 119. 54 
37, 955. 00 | 97 0EB C8 lnc oiondedcns. 
390, 773. 17 389, 653. 63 | 1, 119. 54 
89, 575. 81 m6 e-1.....L...... 
475, 000. 00 | 475, 000. 00 | 0 
540, 825. 35 540, 825. 35 | 0 
1, 015, 825. 35 1, 015, 825. 35 0 


| 1, 354, 466, 13 1, 243, 573. 31 110, 892. 82 


5,938, 526.24 |  5,305,942.67 | 542, 583. 57 
| | 


ie 


lta 
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Appropriation 72-1121017 (11) allotment 012-41-2/4T—Unezrpended balances of 
allotments 


{Includes unliquidated obligations and unobligated balances] 


} 





























4 Amount of 
Amount of | : “ Unexpended | unexpended 
allotment | Expenditures balance ce pres- 
| ently obligated 
(1) (2) (3) (4) 
™ } | ae a 
Agriculture. ............ stata sib - j ent 672, 075. 35 } 622, 406. 32 49, 669. 03 49, 669. 03 
Industry and mining: é a ele . “4 | 8 RS 
Business administration __.._. 32, 904. 00 48, 153. 45 (15, 249. 45) (15, 249. 45) 
Minerals and mining __-_-_- 436, 421. 06 | 407, 621. $2 | 28, 799. 14 28, 509. 14 
Private investment hades 35, 000.00 |_. 35, 000. 00 
I A 113, 497. 67 113, 497. 67 ; : 
Industry project -- | 295, 000. 00 58, 599. 23 | 236, 400. 77 
Total __. Se bay 912, 822. 73 627, 872. 27 284, 950. 46 13, 349. 69 
Health and sanitation... _. 815, 064. 63 807, 007. 33 | 8, 057. 30 1, 057. 30 
Education: .  £> 2. a oe — 
iN hh a 451, 700. 01 450, 696. 43 1, 003. 58 534. 17 
CABER...___.. * 150, 000. 00 | | 150, 000. 00 
Gass sous ccd ‘ 17, 223. 06 16, 049. 70 1, 173. 36 1, 173. 36 
SENAI (62).....-- 69, 000. 00 67, 498.97 | 1, 501.03 
Se iaed cb aires latiesiccencstsacehasndicl | 687, 923.07 | 534, 245. 10 153, 677. 97 1, 707. 53 
Public administration: —e | eee |) ell ms 
Consultations............-- 352, 818.17 | 317, 916. 20 34, 901. 97 33, 782. 43 
USC Construction. __-. 37, 955. 00 21, 410. 60 16, 544. 40 16, 544. 40 
cts Be wus hiidabernnaaes 390, 773. 17 339, 326. 80 51, 446. 37 50, 326. 83 
Community development, social wel- | | 
fare and housing: Vital statistics 89, 575. 81 82, 022. 18 7, 553. 63 7, 553. 63 
Miscellaneous: a ne eae 
Gibbs & Hill __--- 475, 000. 00 449, 432. 89 25, 567.11 25, 567. 11 
Joint Commission 540, 825. 35 536, 373. 34 4, 452. 01 4, 452. 01 
FI i Bi cineca 1, 015, 825. 35 985, 806. 23 | 30, 019. 12 30, 019. 12 
General training project 1, 354, 466. 13 875, 812. 72 478, 653. 41 367, 760. 59 
Grand total... ~ §, 938, 526.24 | 4,874, 498.95 | 1, 064,027. 29 521, 443. 72 


Mr. Warne. We are trying to clean up problems of this sort as we 
identify them. 

Mr. Mountain. To what extent, in your study of these unliquidated 
obligations, have you discovered that they were due to overambitious 
projects; projects which lagged because you couldn’t get the people, 
or materials, or something, during the time the funds were available? 

Mr. Warne. We had a project that failed by reason of the fact that 
the Brazilian Government did not come through with their pertion 
of the agreement. After 3 years we dropped it last June 30. Phat is 
the only one I know of that might be overambitious programing. 
It was a rural education project. They signed an agreement on it and 
never effectuated their end of the agreement. 

Mr. Meaper. You have brought here, pursuant to a request made 
yesterday, project proposals on social welfare, $82,000, apparently, 
and one on housing, originally $59,000, and it went up. 

(The documents referred to follow :) 
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Sie Creecrigeh P- 3 & 





5s Digi! | eal 
FORACL 1. GOOPEKATING GOUT As i tail ove 
#-s0 | PROJECT PROPOSAL & APPROVAL |___ Brasil 1282-012 
3 PROJECT TITLE 
_— SUMMARY 


Social welfare 


FOREIGN OPERATIONS ADMINISTRATION 
UNITED STATES OF AMERICA 


October 1954 “Tnderinite. ”™ 


4. fieCAl YEAR | & APPROPRAION SYMOOL 6. AAU'IMERT syMBUL & CHARGE % 


012-7-6RR. omawa. Oi 
1956 72~11%1025(11) [Ll] wastunaron = waco AMENOMENT RO. 
POA/W Use OMT 
GATE RECEIVED 
acTion 
IFOaMATION 


Date sent: 
Sept.27, 1955 


a" 


Pe ee eee rena passer eras 


ii. coumvcarant | iz. ESTIMATED TOTAL FINANCING saa 
> reermea FUTURE FISCAL YEARS 
ae POA | country 








a ee ee ee 
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Bs race Cc Schedule P 
1. GOOPERATING CounTARY ae eo 2. pacuect ar U6O.k “ 
“oon Brazil 12.82.012 
& PROsECT THLE 4 3 
— Social Welfare 
ATROMEMT ROL 
TOTAL | MOT cAuLeD| Taainunc 
ty a ei 
(a) Number Authorized trom Foss from Prier Years 0 Sees epee 
ore a roe te | eS 
6 REQUIREMENTS 
TYPE OF TRAINING — ‘SANTING Ee. “== 
w @ wo Om * 2 
Social Work Education 2 12 10,000. 
Child Welfare - Case Work zs 12 5,000. 
Child Welfare Institutions for Children 2 i2 10,000, 
Social Group Work 1 6 3,450. 
Vocational Rehabilitation 1 6 3,450. 
Medical Social Work 1 12 5,000. 
Total 8 6 36,900. 


ES «A RES on: 


TOTAL — Must agree with Summary (PPA/S) Glock 8, Line (b). Column (8) or (C) 





—— 
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POP 1010S! PROJECT PROPOSAL . APPROVAL 
oe Schedule 7 
U.S. Employed Tec* rici ans 





1. COOPEAATNN CouNTAar aA le rx ac ob 
Drazil | “ "Ya-nBte 
sna a Ener Et 


3. PROJECT TITLE 














PRAT “7 
FOREIGN OPERATIONS ADMINISTRA 710N Seefial ‘elfaro 
UNITED STATES OF AMERICA caiiiiaa tein. 
: REQU : REMENTS 
€STi- STATUS | } pita 
POSITION TITLE MATED ae "| ESTIMATED | MONTHS ESTIMATED 
= ANDYOR ouesrco | ae STE? | quiteo | COST 
PuLED - mt. t U . 
DESCRIPTION OF WORK mate Se, | wnrre 
ww 





Social Jelfaro Acvisar 


Child “olfaro Consultan 5,700. 
Social Grew ork 
Co: sultant. 
Sy RO- 
Vocational lehabilitat 
Conmarltant. bee 357d. 
Poyehiutele Social ac 
iori: Const ltant. ve 370. 
deere ete me > 
Ri, XO. 











j 

' 

' 

kei eek nr emer rarer 
TOTAL — Muct agres with Summary (PPA/S) Block 8, Une (C}, Comm. (3) or (C). ; 


eee eee 
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FOA-10-16 
(B - S4) 







PPA/O 























. PROJECT STATUS oo CO aes 
7 Oe iso eumthemtay rete ~~ — } Bs 
ta) Funds outigated to date SS 
fA Funds Sub-Obiigated to date | 
—~ eee ——-— 
* RE QUIREMENTS 
(@ Weal eensownL - DESCAPTOH OF wae ~~ ~~~SC~C~S~=“—s—C—S*S*S*S*S*SSSSSSSSSSSSSSSSSSSCSCSCS NUMBER | ESTIMATED — 
{ PEOPLE | cos? 
bnenntiet —Ee 
Secretary to Technicians. } 2 | 1,959. 
{ 
\ 
, 
j ‘ 
| 
tf OTWER - DESCRIPTION a ee 
Total of other costs, irclwies Travel for 5 technicians | 69250. 
TOTAL — Must agree with Summary (PPA/S) Block S. Line @, Column (6) or (Cc) bon a 
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FRUJECT PROPOSAL & APPROVAL | * Sooremrns courn's: 
Continuation 


FOREIGN OPERATIONS 


This project, initiated in response tc Brazilian request, by the arrival of 
a social welfare advisor in October 195), provides technical assistance in 
planning and organising a comprehensive and balanced program of consultation in 
the social service field based upon the needs and interests of the people, the 
social service agencies and welfare eduational institutions, Major objectives 
are to strengthen, develop and cooperate with the programs of the social welfare 
achools and other training facilities erd to assist in developing a Federal 
social welfare agency. To this end, consult tion services (including special 
courses, seminars and discussion group: for social servine workers) are 
organized and conducted for schools as well as public ami private social 
agencies, Owing to the acute shortage of foreign exchange in Brasil and 
inadequate local resources, U.S, finar.sing of technical services is required. 


6. Significance of Project in Countr; Development Program; 


The Brasilian Government recognisiry the need for an org:nised social welfare 
service requested technical assistarcs in the planning and organisation of the 
welfare service. In the 21 schools of Social Service in Brasil, 16 outside of 
Rio located in 13 states there is a lifference in the standurds of practices 
among the schools, The professiona] azsxociation of schels of social service, 
Associagaéo Brasileira de Escola de ‘ervigc Social (ABBSS), has not yet been able 
to give sufficient assistance to the schools due to the luck of Maance, and the 
lack of qualified personnel, The -‘enands for qualified social workers are 
increasing. Unless the standards »f the schools can be upgraded, the program 
of social services in Brazil will continue to be handicapred, Close consultation 
is maintained with USOM projects in related fields, particulariy the Health and 
Sanitation program (SESP). Coope*ation vith related inter:a:tonal agencies 
has been established and will be continued, 


7. coe The FY 1956 program in the ficld of social 
welfare amounts to . distrituted as shown in the country plan. 
Farticipants - An amount of $36,900 is planne! to bring eij\it or more parti- 
cipants to the United States for advanced train'ng. 


U.S, Ti 3 


(a) One social welfare advisor to continue planning ind orgazising a balanced 
program of consultation in ths field of Social Se-vice, 


(b) One short term consultant on the group work to orga‘ize and conduct 
courses in the schovls of social service in cooperat'on with thse Asso- 
ciation of Social \iorkers (ABAS), and the Association of Schools of 
Social Service (ABiSS). Consultant arrived August 15, '955, 


One short term consultant in child care to give speci2l curses to staffs, 
administretors, menbers of boards of directors and superv sos of insti- 
tutione and other child caring agencies, Consultant arrive July 15, 2955, 


ee ee ee 
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PROJECT PROPOSAL & APPROVAL | 5, Cunraaeiine cottinr wae 
FOREIGN OPERATIONS eae, c. ScMEDUL t= wae 
UNITED STATES OF AMERICA Pra/ss Be 
@ there is insufficiont space to information on any PPA Scheduisc, tis sheet to 
compleie “the intormati, yccating above bn back © the apatcane Schadsia ond ond indicating below ¢.: 
d) One consul: cnt in vocutional remabilitation fur the handicapped to serwe 
with various social agencies and groups in the field in Bazil 


©) One consultant in social case work in the field of mental and en tional 
health, to serve ag an instructor in a school of social service ans to 
establish in cooperation with social service divisions of intructions, 
supervisicns and field work programs designed to assist individuals and 
familix. . The teamwork approach will be used. 


A Brazilian psychiatrist and psychologist will also participat=- in the 
instruction. 


- Explanation of Financial Plan 


Lacking a “linistry of Social Welfare in Brazil there is at the preset tire 
financing by the host government, except in furnishing international traval 
salaries for persons accepted for training in U.S.A, 


Ter: B23. Pf al S& : 


It appears that US support will be needed for at least 3 years, -owever, this 
depend on certain factors such as the develop mt of plans fer a ‘inistry 
f Social Welfere, which would orobably extend the length of service during the 
opmental stages. 


+ Conrents 


Due to finsncial condition of the country at the present tine, it appears 
btful that the ‘inistry of Welfare or a plan of assuring additional responsi- 
dlity in one iinis:ry, for mech needed service in this field, will b= oblizated 
the Government. 


Aes 


73434 O—56——10 
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aaa. oan een ee 7 : a 
FOAITIM PnwJin f vale USAL -& APPROVAL 
Continuation Uheet 


FOREIGN OPERATIONS ADMINISTRATION 
UNITEO STATES OF AMERICA 


> CCOPERATING COUNTRY 


oo Mencia space to give adequate esoemetee on any ee Schade, use Bip shen Se 
mplete t lormati in, indice’ above in Block C the spplicabie edule and ind«csting iw 
epplicable block numb«r, thus: "Bleck ~~ Continued.” 


Translation 


The Ministry of Education and Health 
Rio de Janeiro 


Rio, January 31, 1955 
Mr, Rober’ G, Groves, Acting Director 


The Institute of :‘nter-american Affaire 
Rio de Janeiro 


Dear Mr. Groves: 


Tis Department wishing to initiate in Aurust a course on 
Education problem for the Supervisors of projects for the protection of 
childhood, solicit your interest, in order to obtain your nelp in obtaining 
| for this Departme:t the technical collaboration of Sister Agnita Miriam, 
| teacher of the sclool of social service, Catholic University of Washington,D.C. 
This collaboratior will be of great value to our work, and believed to be 
| part of plan between our two countries "Technical Assistance Procram", 


Th: nking you for your attention, we present you cur prot«st 
of appreciation and consideration, 


Dr. Raymundo Martagao Ges!.stea 
tie, eS, Biowct.or of DhCr, 
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PRO OF PROVAI a Tian. n-ne’ e - tidieaiatatiiandininatiitl 
ROJECT PROPUSAL & APPROVAL ero oY { 
OPERATIONS ADMINISTRATION c. ecnepvie : o rr Sucels 

UNITED STATES OF AMERICA = 


Seely hl aes sores aoe sdequato information on any PFA Schedule, uce tut shost oO 
complete the information, indicating stove la Block C the applicebie Scheduk and indicating below te 
applicable biock number, thus: “Bock Continued.” 


—— 


Universidade Cat *lica 
Instituto Social 


Rus Humaita, 170 
Tel.: 26-6563 
Rio de Jansiro 


Rio, 2nd January, 19/5 
Miss Lavinia Aeys 
Social Welfare Advisor 
American Embassy 
Av. Pres. Wilson 
Rio de Janeiro 


| Dear Miss Keys: 


During your visit to the Instituto Social last gonth, I 
| had the opportunity to discuss with you the need of our School for +40 
| techntce2 assistance of Mies Dorothea Sullivan in the field of eccial group 
— I want to tell you again that our School is very mich interested in 
reesiving Miss Sullivan's technical contribztion, In accordance with our 


schedule, the best time of the year to heve Miss Sullivan's visit i: 
after July 30h, if that time is convenient for her. 


In refersnce to the request of a Paychiatric Sociz] Jorker 
we feel tht she vill contribute greatly to the extension of our prozraus 
im that field and also would give technical help to graduate sociz] worvers 
and institutions, 

We will appreciate any help you can give us in thie ratter 


Sincerely yours, 


Aracy Cardoso 
Director of the School of Social Work 
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FONIOG | PROVED! 5 FROPOSAL & APPROVAL Esa ee 
@-84) tinuetion S! 4s 


. eect 
PPA/Com. 


UNITED. STATES OF AMERICA 


compen ie evornaton, mace shove ia Glock C the seh ay 00h soe oe te oe 


Transletion 


MINISTRY OF EDUCATION AND HEALTH 


November 5, 1954 
2927 


From the: Director of the National Tuberculosis Service 
To the: Chief of Field Party, Institute of Inter-American Affaire 
Subject: Requesting collaboration in Social Welfare 


Dear Chief: 


In view of the fact that this Service wishes to .wt into effect, 
as soon as possible, wrk of planning and orgunising a perfect Henabilit«- 
tion Seryice for Tuberculer Patients in the Curicica Sanatorium, situated 
in Jacarepagua, in this Capital, we request your collabcrat:ion with res- 
pect to technical assistance. 


We are pleased to transmit our pleasure in the visit of Mise 
Lavinia Keys, Social Worker of S,E.S.P., who inspected our vuture field 
of work in Curicsica,. 


We take this opportunity to present our protests of esteam and 
consideration. 


Dr, Reginaldo Ferrndes de Oliveira 
Director 


Dr. Bugene Campsell 

Chief of Field Party, 

Institute of Inter-American Affairs 
SESP 


Av. Rio Branoo, 251 ~ 12th floor 
Rio de Janciro 
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SE ES SG Ome 


PROJECT PRUPOSAL & APPROVAL , ~ “CO7PNPT™E SUNT ' 
Gd 
' ° seer 


sncets 


oOo 


Escola de Servigo Social 


Instituto Complementer da Pontificia Universidade Catolica 


fu Sabara, 413 Sé0 Paulo Telefone: 52~3267 
Séo Paulo, December 20, 1954. 


Miss Lavinia Keys 

Social Welfare Advisor 

The Institute of Inter American Affairs 
Anerican Embassy 

Rio de Janeiro 


Dear Mam, 


We hereby wish to confirm renewal on our Request, previously mce 
through the Institute, and lately to you in connection with the comirg to 
Brasil of a Specialised Social Assistant to give courses in Psychiatric Social 
Work. 

This course could start as of August 1955, and would te “or the 
duration of one year, The course will be for the Social Assistants and stucents 
of the Social Service School. 


de thank you for your many courtesies and attention in this matter, and 
take this opportunity in presenting you our most cordial greetings, 


Nadir Gouvee Kfouri 
Director 
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ten, SS 
JJECT PROPOSAL & APPROVAL 
SUMMARY 


| FOREIGN OPERATIONS ADMINISTRATION | 
UNITED STATES OF AMERICA 


4 fis YEAR 'S APPROPALALION SreBoe 


_ | 7a-anm025(22) 
jase os om 
CATE RECEIVED o0LLaR Fn Ne 


acto @) Tota 


@) Participants 
i U.S. Employed 
Techwacsats 


Date sent: 
Sept.27, 1955 


\We 
COUMIARPART 
DGPOSIT REQUIRED .. 


ers 


coygeta 
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e-34) 


PROJECT PROPOSAL & APPROVAL 
Schedule P 
Participants 

FOREIGN OPERATIONS ADMINISTRATION 

UNITED STATES OF AMERICA 


rr * 
3. PROJECT TITLE 


Social 


PPA/P 


PROJECT STATUS 
Qt this is a continutsy project) 


(aj) Number Authorized from Funds from Prior Years 


PLANNED 


(>) This Fiscal Year Funds 


REQUIREMENTS 


—— 


TYPE OF TRAINING | NUMBER 


PEOPLE 
=i 


w 


LATIN 


AMERICA 


oa = 
1. COOPEMATING CONN: XY 


IN | NOT CALLED| TRAINING 
TRAINING FORWARD | COMPLETED 


MONTHS 


ESTIMATED 
GURATION j COST 





Social Jarl. Gducation 1 


axtonsion of one ». ticinant 1 


| 
| 


C—O 


TOTAL — Must agrees wiih Summary (PPA/S) Block 8, Line (0), ¢ 
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— a Ve wee ew 


Rae ee ne ee es SSopeRatinG Tore tS wT. ta aCe a Se 
““ja-s0) | PROJECT PROPOSAL & APPROVAL Brazil 12~0i.2-032 
Schedule ES pncpyennepsinesee~ 
PPA/ES 
FOREIGN OPERATIONS an 
UNITED STATES OF AMERIC 
5. OESCRIPTION AND OBJECTIVES OF PROJECT AND REASONS FOR U. & FINANCIAL SUPPORT. 


See original PA 


a 
6. SIGNIFICANCE OF PROJECT '¥ COUNTRY OBVELOPMENT PROGRAM AMD RELATIONSHIP OF THIS PROJECT TO OTHER ACTIVITIES 
OF FOA AND OTHER AGENCIES, €.G.. UN. USIA, U.S. VOLUNTARY AGTRCIES. 


See original P'A 


“>. WORK PUAN OF THE PROJECT. 7e D oncerns 
the improvement of tne training institutions for social veekern.this program 
encompass:s training in the U.S.of outstanding reachers from the Sraziiian 
sociel service schoolseThe aidition of $5,600 to the budget for perticipants 
will permit a well rounded program of training during the fiscal yo:r for as 
many as nine participants. 


“GE EXPLANATION OF FINANCIAL PLAN. a td) eee Bore 
One additional Type C participant crant would be made and additional treining 
ime in the U.S. would be provided other participants. 


% PLAN FOR PHASING OUT AND/OR TERMINATING U. 8. FINANCIAL SUPPORT. 


varlier programming of U.S.training will help to speed up the terminutioa 
of U.S. technicians services. 
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Caos POF G 


—— 


£ CUSPERM wee web at 
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Gt Tits Fecal Year Funds 
REQUIREMENTS 


TYPE OF TRAINING 


ESTIMATED 
cast 


a ee 


in Puerto Rico ani U. 3. on 
self-help housing techniques and 
organisation 


TOTAL — Must agree with Summary (PPA/S) Block &, Line (bj, Column (8) or (C) 





TECHNICAL ASSISTANCE IN LATIN AMERICA 


meee eee en -- 
2 PRONE sumiuth 
12-83-01. 
‘ 


varvan [3 


ABTRDYWErT HO 


REQUIREMENTS 
SS nl 
ESTIMATED | MONTHS 
“7 re STARTING | RE. | ESTIMATED 
OAIE QuiReD | cost 
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12 
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PROJECT STATUS 
OF tis to > camtinateg poegeet 


@i Funds obligated to dste 


@ Funds Sub-Obiigated to date 


Por demosntration prefabricatich of wooden house 


Qne 20 inch planer = 
—aiakae 

Qne 10 inch radial saw = 

One 4 tom 3/8 Seheirichanines jointer 100 

Other minor tools and accessories 500. $ 4.300 


Por demonstration of soil-cepentér Bitumer] 
Construction 

Three brick machines $ &.800 

Three motor mizsrs 2.100 

Three sets alumimm forus 600 

One asphalt emlsifier 6.000 

Other Equipment & mterials 2.000. $12,800 


on for Project Supervisors 
Three 3/4 ton Pick-upe 000 
One Jeep Station wagon 2.200 $ 8,200 


Equipment initiating dempnstrstion projects in 
Self help housing (listed above), 


Transportation of Things 
Travel within Brasil 


TOTAL — Must agree with Summery (PPA/S) Gluck 8, Line (f), Column (B) or (C) 





2 tekst a meee Gee yy Hanan ane 


Deseription 
the shelter i Biases phese of the project begun in FY 1955 ss a coapicment 
© the environaentel sanitstion projects of SESP (Publio Health Serricte) will be 
atinued and expended to various geogrephioal sections of Brasil. The hous irg 
eohnician by consultation with sanitary engineers, cooperation with the health 
dueation, agricultural extension, community development, and sooial rolfars 
rojrame and by demonstration wills 
le) Assist community people to become aware of the need to improve housing 
2.) Stimul ate their interest in working together to impreve their dwellings 
30) Demonstrates 
a) Adventeges of improved house Jes: gn 
b) Better use of loesl asterizls 
©) Better construction enthods 
4+) Emphasize simple improvements, such ast 
Smokeless atoves, adventages of « hard floor, 
adequate ventilation of builaings, adequate 
storage space, sanitary spece for washing uterulis, 
eanitary space for washing utensils, sanitary latrine 
and bathing areas. 
52) Recommende@ and encourage improved housinr practices, s:oh as animal 
she tere separated from family living areas, proper storae cf farm 
producta. 
Demonstration projects in aided self—help hceusing will be ocaducted in 
cooperation with the Immigration and Colonication Service (™mstituro 
Nacional de Imigragac @ Colonisacao) in areus where INIC is establishing 
Colonics of s@tional ond immigrant farmers. fhe colonists of the 
Community will furmish the labor for construct’on of the bceuses eich DIC 
supplying counterparts to U. S$. technicians in opfemising snd carrying cut 
the demonstrations. The objective of the project is to stimelets DIC 
and other Brasilien gevernmental agencies to steadily imprere tar rural 
housing ma living conditions is the coustry and to enoowrsce Brarilisa 
leadership and technical talezt in the execvtion of s program of imrroved 
housing following the sided self-help forms. 
Owing to the sericusg shortage of foreign exchange in Arasil md inadequate 
local sources for demonrtration equipment, U. So finmoial suvport ie 
recuireds 


cence of Project in Country Developmer: Projrsm sni Roleticns! ie of 


this Project to Other sotivities of FOA ma Ot>er Sgencies, Ze5 Zed. ion US) STAse 
a. $3 3s Voluntary Agencies! In recent years “s the raral hovsiag pro>\«m is Es os it 


bas bees poing from bad to worse helping to scoellersts the ezouts o° the rural 
epulation to overcrowded industr’ 2] ereas, Little attention has bee fiver to 
ousing in rural areas. This project of imorovement of rural heustu, will relp 
© diminish the urbem housing problems and will improve the living si wméerds and 
itions in rural areas where enphasis on inoreased agricultural pr duction is 
@ing made on other procrms. smockxkenpococereiercimerodrrs Oech OFT 
oS. technicians coordinate closely with other ICA entities,perticularly the 


° Woe B*PETs". {HE p, 32, 3P2 HEE belew, shelter imorevcwent prorras ill te 


mtisued with one teohaician working with the sanitary engineering p-orrem <f 
SP, the public bealth servicis. The self-help housing project of SUR? in Seles 
412 continue as conceived with consultation end advice from the U- $, teohai oismes 


_— 
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PROJECT PROPOSAL & APPROVAL | OOS TRP) coor 
Continuation Sheet 
FOREIGN OPERATIONS AOMINISTRATICN 
UNITED STATES OF AMERICA 


there is insufficient space fo sive sdequete information on any PPA Schedulo, use thi sheet to 
complete the infoenetion, indicating above in Block C the applicable Schedule and indicating below the 
spplicadle bieck aumber, thus: “Glock —~ Continued.” 


{when and if the problem regarding land titles is scolwed,. A demonstration progrm 
Of self-help housing will be conducted Jointly with INIC in the oolonis stion 
settlements in western Parane in coordination with the Community Developmen: 
Preject (PPA 12-81~-033). Timing of thie project depends upon negotiztions with 
the Dragilian agencies concerned, 


Se Explenation of Financial Pimt The shelter improvement phese will contisue 
with support from SESP, the publio bealth serviciec with the Us S$. supplying the 
services of one technician. The sided self—help phase will require U. Se 
finaccing the cost of at least one technician acd a minimum cf ienonsiration 
@cuipmest. Brasilien contribution subject to megctiation is exjsected to be low 
interest financing of houses to be constructed an: mpplying techniolsens ad 
administrative persoanelwwith‘a IWIC to serve ag counterparts to the U. S$, 
teobnicians and receive on the job training in self—help ho-sing opex ations 


So Plem for phasing out né/or terminating U. 3. finanoial Eup port t 

Plans for phasing ovt U. $6 support depends on scceptamoce of the prinoiples 
of self-help housing md shelter imprevemeat and sbility of local rechnioi ens 
ané leaders to carry on a profram of improving rural housing. Sinoe this project 
has hardly begun, dates for withdra@ring U. S. suprort carnet be determined. 
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me eee 
9 PRCT wyere> 


The Natioral Institute of Immigration and Coloni ation 
Rio de Janeiro, DF, 


Ref .:/50L, 


July 24th, 1955 


Mr. William E. Warne 
Director, USOM - Brasil 
U. S. Rabasey 

Rio de Janeiro 


Mr. Directors 


= Thies is to advise you that the "Instituto Nacional de ld gra- 
geo © Colonisagac" (National Institute of Immigration and Colonization is 
very much interested, through the Point IV cooperation, to develop a program 
of rural residences in the Nucleus of Colonization and Agricultur:i “cloniss 
of INIC, in eccordance with previcus discussions with the Chief of Ficlid 
Party of Health, Welfare and Housing of your organization in Bracii. 


I hope that as a result of those mtual understandings we 
shall arrive at a concrete manner to accomplish this ides of colal oration 
between our organizations. 


I take the opportunity to preemn® you my friendly g-e-tinz 


eo 


Cordially, 


Joao Gonsalves de Souza 
President 
lh LL LE A 
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} ud, B Brayl Ttuerrtrn pe 
Sa ae te 
#-% | PROJECT PROPOSAI. & APPROVAL Brasil dacs ce OE lta 
3. PROsecT Tite 
Bou NG 
FOREIGN OPERATIONS ADMINISTRATION 
UNITED STATES OF AMERICA 


| STAR) ERG DATE EATIMATED COMPLETION DATE 
Indefinite 


6. APPROPRIATION SYMOOL %. ).LOtmENT E/MOOL & CHARGE ?. = 
032-72-6R3, oman 0 
72-11x1025(11) (C] wastune ron & vsow AMENOK.CNT RO ~ 


OECRCASE TOTAL TO DATE 


4 730663 


10,000 


Date sent: 
Sept.27, 1955 


—— STIMATED TOVAL FINANCING 
om —— THIS FISCAL YEAR 


ene ee 


TRS GULENTATION OF TIS PROINCT APPSOVAL 1S SUBJECT TD THE PROVIMONK CB THE ISVE\E SDE EWC? On oF 
aERtro. 


END 1H LN Onte 
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co. a 


science cities 
ruAlvAY | PROJECT PROPOSAL & APPROVAL 
T 


a-se 
3% PROJECT TITLe 


Schedule 
U.S. Employed Technicians 


PPA/T 
FOREIGN OPERATIONS ADMINISTRATION ROUSING 


REQUIREMENTS 


ESTIMATED | MONTHS 
STARTING | RE- ESTIMATED 
DATE | QUIRED 


om 


Bousing Advisor 


TOTAL — Must agree with Gumemery PPA/S) Giock & Line (C), Comme & or 1. 14.719 


73434 O—56-——-11 
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oe we coee came @es coors on o it ntl 2 e + 00 
% 7 A PROJECT PROPOSAL & APPROVAL a Gcuniay 12-€ 3-011 “xuwars 
a Schedule ES a PROJECT TINE Me cectaess coc 

¥ EXPLANATION - SHORT Housing 
FOREIGN OPERATIONS ADMINISTRATION 
! UNITED STATES OF AMERICA | amrwesenr mo. 1 
8 Bll. F OH rs TR GOWES OF PROLICT AND PUAL DW FER. & PANCIAL SUPPUAT. et ee eee 
w9e@ oriyinal °2sA. ‘“'o meet the many Brazilian requests for assistxze 
in itproviig housiag in @razil a top housing advisor with bacxzrcoud iu 

the eeonorics and orpanization of rural Aousing proyrums 1a required. ie 
objective {s to organize the resources in Brazil for an effective aided 
self-lwzlp .ousing prograu. The hous advisor woul be respousidie for 
the work of the two U.S. housing technicians in Jirazil end Cordaveioping 
projeccs Sar inproved m.ral housing by organizing ®rezilian resovrces aid 
cooperation. Hrazgli does not huve the foreign excharge to provice the 
dolaar cost: for such e techrician. 

& SCH hIS HCE OF FECT OW COUMFRT DT /EROPMENT PROGRA'E AND RCLATIONSMIP Ge THIS PL DILSh Vu Olace ac tier: : 
Of 128 AND OF .@ AZENCIES, OG. UN. USIA, U.S. VOLUNTARY AGINCIES. 

Soe aririnal PPA, This technician should be able to give direction 
andi teahing tc requests from various Brazilian sources concerned with 
housing such es FCP (Fopular fusing Foundation) and InJC (Institute of 
Nationalizstion and Colonization). 


-—————— 


“}" Woe PLAN oF (48 pRouacT. 
See originai PPA. ‘his added technician would vorx under tne direc 

tion of the :.:ssion Director, ceveloping the 3raziliaen req... Jor 

assistance in housing aixi shelter imsrovement and coordinating tne housing 

program of the Mission {n relation to the work of SESP (the Health Gervi- 

cio), TA (the oe Servicio) and the Community Leveloyment 

project (PTA 1201-033) 


The added technician provided by this amendment would be primarily 
concerned with developing financial plans using Brazilien resources to 
develop pro‘ects of aided self-help housing in the rural areas of braz,l. 
Li.e the otrer U.S. tecanicians, salary and other personnel costs would 
be paid by the U.S. 


LS 
s ~ i. ee 


he orig 
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Mr. Warne. We were given 2 figures, 1 priority A and 1 priority B, 
so priority A is the basic project and B is what would be added if 
we got the other funds. 

Mr. Meaper. May we have these copies ? 

Mr. Warne. Yes, sir. 

Mr. Meaper. And you also prepared a memo on the project which 
had not received approval for payment of salaries of 16 professors to 
teach various aeronautical subjects ? 

Mr. Warne. Yes,sir. That had to do with the questions you raised 


ay 
(The document referred to follows :) 


MEMORANDUM 


Subject : Request for technical assistance from the aeronautical technical center 
of the Brazilian Ministry of Aeronautics at Sio Jose dos Campos, State of 
Sao Paulo. 

The Brazilian Air Ministry in 1946 established an aeronautical technical cen- 
ter in the State of Sio Paulo to provide engineering training in aeronautcs, elec- 
tronics, mechanics, and construction. The school was staffed with outstanding 
professors, most of them from the United States. The school was deliberately 
oriented toward the United States. From its inception the school, through the 
Air Ministry's budget, has paid all costs including salaries and allowances of all 
foreign professors. 

In a letter of May 12, 1955, the director of the school set forth difficulties which 
it has been experiencing in maintaining the standards of instruction, owing to 
a reduced dollar budget and asked for assistance from the United States. The 
request asked specifically for 4 additional American professors to supplement 
the 12 American professors now on their staff and requested the United States 
to finance the dollar salaries of all 16 professors for a period of 3 to 7 years. 
The cost was estimated at $140,000 per year. One of the principal justifications 
that appeared in the original request was that because of dollar exchange diffi- 
culties it has been necessary to hire an increasing number of European professors 
who would accept lower salaries and thus, the orientation of the school was trend- 
ing away from the United States toward European techniques and educational 
methods. 

After a number of discussions with officials of the aeronautical technical 
center to clarify various points in the request, it appeared that the proposal did 
not readily fit under the technical-assistance program of the USOM. The princi- 
pal reason was that it lacked any element of training or demonstration associated 
with technical assistance projects. The request was for American professors 
to teach Brazilian students rather to train Brazilian professors to do this work. 

The project was then discussed with representatives of the Joint Brazil-United 
States Military Commission and the United States Information Serivce (educa- 
tional-exchange program). While it did not appear to fit exactly into any exist- 
ing program there appeared to be desirable features in the request and a meeting 
was therefore held with the Ambassador and members of his staff (minister 
counselor and economic counselor). The meeting brought out that in addition 
to a lack of training or demonstration element the request included a commit- 
ment extending for several years which would be out of proportion with the 
United States educational-exchange program. Furthermore, the American pro- 
fessors at the school were paid out of line with United States Government stand- 
ards. In summary, the request did not arise so much from a desire to demon- 
strate new methods and techniques as from a need for budgetary assistance to 
offset reductions in the funds of the Air Ministry and to maintain current teach- 
ing standards and orientation with the United States. It is hoped that a way 
may be found to help because the project is worth while. 


Mr. Meaper. We requested those as a specific example of projects 
which had been approved, and one which had not been approved, 
to see whether or not from those projects a pattern or criteria would 
be discerned. What bothers me is the lack of distinction. How are you 
going to separate the sheep from the goats? Personally, it strikes me 
that teaching electronics and aeronautical engineering might be more 
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concretely helpful in developing transportation in Brazil than other 
projects which you have approved. 

Mr. Warne. But, Mr. Meader, let me point out, there is no objection 
to this type of project. We are doing work in this field of aeronautical 
training. The problem is the nature of the suggestion made—it is 
not a technical assistance project. It actually requires budgetary 
assistance, substitute our money for their money, and we don’t have 
any economic aid money—any budget assistance money—in this mis- 
sion. As I mentioned yesterday, it is quite possible that this same 
project proposal could be developed in such a way as to make it 
technical assistance. The school has not been interested in that up 
to this time. They want the very best of the American professors to 
come down here and instruct directly the young engineers. That is 
not a technical assistance project. 

Mr. Meaper. Don’t some of those men—some of those engineers— 
become teachers ? 

Mr. Warne. Yes. 

Mr. Meaper. I don’t get the distinction. 

Mr. Warne. The professor who is brought down here to give a 
course in a regular curriculum on a project that is already going, 
already on the payroll, simply cannot qualify that as a. demonstration. 

Mr. Meaper. That applies to 12 of the 16, and the reason they want 
you to take it over is they don’t have enough dollars, but they want to 
add 4? 

Mr. Warne. It is possible we can work out a. satisfactory project 
with them. They are not, so far, interested in it and we haven't pur- 
sued it further at this moment for this reason. We want to know on 
seriously it is viewed in Washington. 

Mr. Mraper. How do you make up your mind what kind of a project 
will further the objectives of the point 4 programs here? You have 
one on housing, to demonstrate prefabricated wooden housing; you 
have this one on social welfare, and here’s this other one on teaching 
aeronautical engineering. How do you appraise these proposals in 
the light of the general objectives in the point 4 programs? Because 
there are so many you could engage in, just because somebody thinks 
of this and not that one, and you have not turned down many. 

Mr. Warne. Oh my, yes, we have turned down a great many. 

Mr. Harpy. I think his testimony would indicate there were numer- 
ous ones that came in as requests but didn’t get through the initial 
screening. 

Mr. Warne. I have been trying to develop a program guide. There 
is a matter of judgment involved, regardless of what the guide may 
be. At the Rio Conference an earnest request was made on the part 
of the Latin American representative that the peint 4 program be 
broadened in Latin America, and it was indicated by the United States 
representatives at the Rio Conference that it would be broadened. 
In other words, that some activities would be undertaken in some of 
the fields of need which they had pressed so urgently at that time. 
These projects are in new areas. 

Mr. Meaper. You are speaking of social welfare and housing / 

Mr. Warne. Yes, sir. It is in response to the direction of Wash- 
ington that we endeavored to develop our program this year, in ac- 
cordance with the program guide of the Rio Conference, that we gave 


i 
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these preference over other projects that might have been included. 
Now we have an aviation project much bigger than anything here: 
so it isn’t to the exclusion of aviation that these other projects have 
been included. 

Mr. Meaper. That’s all I wanted to ask about. 

Mr. Brooks. Mr. Ambassador, I heard some talk yesterday about a 
delegation from this country sent to the United States to study Ameri- 
can labor conditions, and there was some implication that they were 
learning to be labor organizers. I wonder if your labor attaché would 
give us some information on that. 

Ambassador Dunn. Yes, sir, Mr. Salert, I am sure, will be glad to 
speak on this subject. 

Mr. Harpy. I think we ought to relate the comment of Mr. Brooks 
to the program Mr. Warne set forth on his tabulations submitted 
yesterday. I understood that the labor people that we are talking 
about are shown on this tabulation for the year 1955; will that be the 
same ? 

Mr. Warne. Yes, sir, that will be the same. 

Mr. Meaper. At a cost of $105,627. 

Mr. Brooks. Mr. Salert, what agencies of the United States Gov 
ernment participated in sending some folks to the United States to 
study labor problems / 

Mr. Sacert. The American Embassy and the ICA mission, in co- 
operation with the State Department, with direct requests from Wash- 
ington, ICA Washington, Office of the International Labor A ffairs. 
It involved clearance by three agencies, and the United States Depart- 
ment of State. 

Thirteen are now in the United States; seven are labor leaders; 
six are Brazilian Ministry of Labor technicians, studying in our United 
States Department of Labor. 

Mr. Brooks. The number 40 came up. Were 40 sent before / 

Mr. Savert. In 1952, again at the request of Washington, a labor 
participation program was organized in Brazil and approximately 
26 Brazilians, mostly from the Brazilian Government, were sent to 
the United States to study labor productivity, statistics. We had 
men in industry and the trade-union organizations. 

Mr. Brooks. This 40 I referred to is apparently in 1955 tabulations 
put out by Mr. Warne. He indicated 40. Were they sent in 1955 / 

Mr. Sauert. Yes. The others haven't gone yet. The total for 
the full year in the project proposal is for approximately 40 in the 
labor participation project. Of that 40, 13 are now in the United 
States, 21 applications have been cleared locally in Brazil and are 
now pending Washington approval. It takes approximately 3 
months, I believe, for Washington to approve. 

Mr. Brooks. Now, Mr. Salert, what consistently do you conceive of 
as the purpose of sending these union people and employees from 
razil to the United States? 

Mr. Sauert. No. 1, to take a good look at the United States and 
study our labor-management situation. No.2, to see our free-enterprise 
system in operation. No. 3, to understand why American labor 
is in the forefront of the battle against communism, which is very 
mportant. 

Mr. Brooks. Would you let me go into that later / 
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Mr. Satert. Yes, sir. And also to establish a very close relation- 
ship with the American trade-union movements, both AFL and CIO. 
We succeeded here in 1952 in convincing the Brazilian governmental 
authorities to permit it. 

Mr. Brooks. Mr. Salert, that being the pur , do you have any 
other purpose, such as fighting the promotion of foreign-backed trade- 
unionism, such as those in Communist-dominated countries ? 

Mr. Satert. When I first arrived here the Minister of Labor told 
me that approximately 2,000 workers a year were being invited to the 
Soviet Union and the Iron Curtain countries. The Peronista move- 
ment was very active and large groups of workers and trade-union 
workers were being taken to Argentina to study the GTC. They called 
it the Atlas, sponsored by the Peronista movement. All of these move- 
ments were directed against the United States interests, very antag- 
onistic not only to labor in the United States but to our American form 
of government and American traditions. Violept anti-United States 
propaganda would come out of these movements. We tried, by the 
FOA, in 1954, to cooperate with a school, part of the University of 
Puerto Rico, to train a limited number of Latin-American labor lead- 
ers for 4 months, and we sent 4 leaders to attend that school in order 
to train a labor leadership equipped to understand why democracies 
can provide with productivity a best solution for the misery and suffer- 
ing that prevail, and for a higher standard of living. 

Mr. Brooks. How many do you know of that have been sent to Iron 
Curtain countries to study their policies ? 

Mr. Satert. Two weeks ago I was in Sao Paulo on this labor pro- 
gram and the delegate of the Ministry of Labor, who is the chief repre- 
sentative of the Commerce Ministry, told me that 200 workers per 
month were being invited behind the Iron Curtain. 

(Discussion off the record. ) 

Mr. Satert. From the State of Sao Paulo alone. 

Mr. Brooks. How many have gone? 

Mr. Satert. There are no real statistics, even about the issuance of 
passports, because the foreign office alone does not issue passports. 
They don’t really know the number of people who go behind the Iron 
Curtain. We estimate between three and five thousand per year. We 
estimate approximately 2,500 go as accredited observers. 

Mr. Harpy. Well, we have got a tremendous program underway 
here. We have sent 13 this year. 

Mr. Satert. The Embassy has been in favor of expanding the 
program. We’d like tosend 500 a year. 

Mr. Harpy. Can you tell us where is the bottleneck ? 

Mr. Sauert. I don’t know. But I do know the paperwork involved 
in sending 1 person to the United States takes approximately 5 months. 

Mr. Harpy. Who is responsible for that ? 

Mr. Sarert. I suppose it is the regulations promulgated in Wash- 
ington. We have to have clearance for every individual person. A 
program must be planned. It’s a labor-management program. Even 
though the labor movement in the United States cooperates with the 
ICA and the Department of State, we try to show the relationships in 
the United States, and business groups and private industries have 
been cooperating to set up a program. 
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Mr. Harpy. Those things have to be done, but I have a hard time 
understanding why it takes all that time. That program has been in 
the works at least since 1951. In 1952 there were 5 persons sent to the 
United States under this program; in 1953, 10; 1954, 7; and 1955 
there is a program for 40, of which only 13 have been sent. It seems 
to me we are going to have to find out where the bottleneck is and 
break it. 

Mr. Warne. This program was set up in June. 

Mr. Harpy. Apparently that is the specific program for the 40. 

Mr. Warne. That is correct. 

Mr. Harpy. But it has been going on for a period of time. 

Mr. Warne. The first program. 

Mr. Brooks. When do you anticipate these 40 will be processed ? 

Mr. Warne. We have asked permission to move it up so that all 
of the 40 we have asked will be en route by December 31 of this 
year. We already have 34 of the candidates’ applications in Wash- 


ington. 

Str Harpy. Are you going to have them en route by 6 months after 
the fiscal year is over? 

Mr. Satert. That is correct, but the authorization for funds only 
came to us, I think, in June of 1955, after conferences between myself 
and the chief of the mission in Washington. 

Mr. Harpy. We are taking 2 or 3 years to get 40 people from the 
labor movement to learn what is happening in the United States, as 
—— 200 a month going behind the Iron Curtain from Sao Paulo 
alone. If we are going to let things get away from us like that, I 
don’t know what it amounts to. 

Mr. Savert. We have to have clearance in Brazil and a second 
clearance in Washington. 

Mr. Harpy. Mr. Ambassador, let me express again our appreciation 
to you and your staff, and all our witnesses. As to Mr. Buffalo, I 
consider myself most unfortunate that we were unable to have him in 
the arena atall. He is going to be spared the ordeal. 

I want each of you to know how much we appreciate your coopera- 
tion, your helpfulness in these discussions, and your many acts of 
kindness. I think this is an appropriate time to officially adjourn 


a There will have to be some slight insertion of the material 
r. 


which Buffalo has furnished us, and perhaps a brief period of 
questions and answers with him. 

Again, we thank you all so very much. 

Ambassador Dunn. There is nothing we like better than to have 
you down here and get a clear understanding of how things are done 
down here, Mr. Hardy. 

(Whereupon, at 12:35 p. m., the subcommittee recessed, to recon- 
vene at 2: 10 p. m. the same day. ) 


AFTERNOON SESSION 


Mr. Mountain. Mr. Ambassador, over the past several months the 
subcommittee has made an extensive study of the administrative opera- 
tions of the Department of State in Washington. We would like, 
in the course of this trip, to inquire into certain aspects of this study 
as they pertain to operations in the field. I believe that your adminis- 
— officer is Mr. Buffalo, and I would like to address some questions 
to him. 
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FURTHER STATEMENT OF HON. JAMES C. DUNN, UNITED STATES 
AMBASSADOR TO BRAZIL; ACCOMPANIED BY WILLIAM C. 
TRIMBLE, MINISTER COUNSELOR; ROBERT P. TERRILL, ECO- 
NOMIC COUNSELOR; CHARLES M. ELKINTON, AGRICULTURAL 
ATTACHE; JOHN M. VEBBER, PUBLIC AFFAIRS COUNSELOR; 
IRVING SALERT, LABOR ATTACHE; DR. LAMAR A. BYERS, 
MEDICAL OFFICER; HARVEY A. BUFFALO, ADMINISTRATIVE 
OFFICER; WILLIAM E. WARNE, DIRECTOR, UNITED STATES 
OPERATIONS MISSION; ROBERT GROVES, DEPUTY DIRECTOR, 
UNITED STATES OPERATIONS MISSION; AND WILLIAM W. 
CROWE, JR., EXECUTIVE OFFICER, UNITED STATES OPERATIONS 
MISSION 


Ambassador Dunn. Yes, sir; proceed. 

Mr. Mountain. Mr. Buffalo, for the record, give us your exact title 
and full name. 

Mr. Burrato. Harvey A. Buffalo, administrative officer of the 
Embassy. 

Mr. Mountarn. How long have you been here ? 

Mr. Burravo. Since February 17, 1954. 

Mr. Mountatn. One of the observations the committee made in 
Washington was the variations between the post staffing patterns and 
the complement on board at any given time. Can you give us the 
figures indicating what the picture is here ? 

Mr. Burra.o. The picture here is rather good at the moment. Our 
complement is 90 percent filled. However, a year ago at this time 
it was only 75 percent filled. 

Mr. Mountain. Was this earlier figure, the approximate percentage 
of the complement that you had on board, a standing thing, or was 
the later figure consistent with your past experience ? 

Mr. Burraro. At this post? 

Mr. Mountain. Yes. 

Mr. Burravo. It has gradually improved, of course, from the 75 
percent to the 90. This is the best we have ever been here. I haven’t 
figures readily available for the time between February and Septem- 
ber, but my guess is that it was running around 75 percent then. 

Mr. Mountain. How do you account for the improvement ? 

Mr. Burravo. A number of things. I think the Department’s secu- 
rity program has been accelerated to where employees obtain more 
rapid clearance so they may be assigned to the field. Their recruit- 
ment program has unquestionably improved and possibly a realization 
of our needs plus our great effort to get the necessary employees to 
accomplish our mission accounts for the improved conditions. 

Mr. Mountatn. In other words, you have recently had better sup- 
port from the Department in filling your personnel complement / 

Mr. Burrawo. Yes, indeed. 

Mr. Mountarn. Are your post complements adequate for the task 
you have at the present time, or is the 10 percent loss a serious one / 

Mr. Burravo. I don’t believe the 10 percent is particularly bad. 
However, I might point out that of this 10 percent, which actually is 
6 people, 1 position is in the Consul Section, 1 in the Economic Sec- 
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tion, and 4 in the Administrative; so, with a complement of 24 in 
the Administrative Section, and 4 positions vacant, there is a 20 per- 
cent shortage in the Administrative Section, so we are not doing as 
well as we should. In other words, if there were only a 10 percent 
shortage and we could keep that equally divided among all sections, 
the Smbassy would be able to function properly. This would be 
difficult to achieve because the administrative staff 1s the largest in the 
Emb: assy. 

Mr. Mountain. Do you people draw up a proposed staffing pattern 
on an annual basis here and submit it to Washington / 

Mr. Burrato. No. We normally are provided by the Department 
with the positions we may have, but that doesn’t prevent our submit- 
ting requests for additional positions. 

Mr. Mountarn. These requests are handled by the American Repub- 
lics Area ? 

Mr. Burravo. That’s right, yes, in cooperation with the area per- 
sonnel officer in the Office of Personnel in the Department. 

Mr. Mountain. Your staffing pattern, with a hundred percent occu- 
pancy, would be adequate for the task here / 

Mr. Burrato. We have only asked for one increase and that is for a 
petroleum officer for the Economic Section. 

Mr. Mounrtatrn. In some posts elsewhere, Mr. Buffalo, we have been 
informed that post staffing patterns are inflated to take care of losses 
which occur during the course of the year due to home leave and other 
reasons. Is your stafling pattern so created that it can absorb these 
shocks ¢ 

Mr. Burrao. It is not. 

Mr. Mounraryn. In other words, it is a realistic staffing pattern / 

Mr. Burrato. Very realistic, indeed. 

Mr. Mounrarn. Would the establishment of a special complement 
of personnel to take care of this man-in-motion problem assist you in 
keeping your post better filled ? 

Mr. Burrato. Yes. 

(Discussion off the record.) 

Mr. Burrato. We need on board all of the persons who would nor- 
mally fill our complement of 64 here, due to the fact that the climate 
demands that employees take all of their local leave, and also we feel 
that the Americans should return to the United States every 2 years, 
as specified in the present program, and get this needed relief from the 
enervating climate of Brazil. 

Mr. Mounrarn. Mr. Buffalo, let me clarify this percentage figure 
vou have given us of 90 percent. Does this mean that 90 percent of 
your staffing pattern is actually assigned to this post, or does it mean 
that you have, on a full-time basis, 90 percent of your people ? 

Mr. Burravo. There are 90 percent assigned and present for duty. 
That doesn’t mean that some of them aren’t away on local leave. None 
are on home leave. 

Mr. Mountarn. And they are not in the “pipeline” either? 

Mr. Burrato. We have received notice on only one and that is a s irl 
who is being considered for assignment to the Economic Section. 
This assignment is not definite, so we do not have any others : salad 
We have, in addition to the Embassy, 6 consular posts and 5 con- 
sulate agent posts. The last Congress authorized, and I believe in- 
structed, the Department of State to open up 2 more consulates in 
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Brazil during the current year, which would increase our total to 8 
Among those we have 1-oflicer sali and where there would be 1 officer 
and 1 secretary, even to the extent of 1 post being only an officer, there 
is no American clerk. If these employees go on leave, for example, 
especially home leave, the Embassy would be 1 equired to replace them 
during this period. As it has been in the past, the Embassy has had 
to provide officers for relief purposes at these posts. That, again, 
works a hardship on the Embassy and again the 90-percent or the 75- 
percent figure would be further reduced. This figure I gave you of a 
year ago—75 percent—included an officer in Santos, serving as prin- 
cipal officer, who belonged in Rio. 

Mr. Mounratn. Again, would this type of problem be alleviated to 
some extent if there were extra personnel in a man-in-motion comple- 
ment ¢ 

Mr. Burraro. I believe that would solve our problem. 

Mr. Trrprr. In addition to the questions on the 1-man-post 
problem, it is not only difficult for us te provide fer an officer when 
he goes on leave, but also it is our view that you should have 2 offi- 
cers in these posts in order to permit the principal officer to move 
around his district to gather political information, economic infor- 
mation, et cetera. Otherwise he is tied to his desk. Second, with the 
expansion of the number of new officers coming into class 6, we feel 
assigning a new man toa 2-man post would provide him with Valuable 
training “in all phases of aaa ir work. 

Mr. Mounratn. We referred earlier to the field notes of the Rebert 
Heller & Associates management survey of the Department’s opera- 
tions. I would like to quote from those field notes, and ask for your 
comments, Mr. Buffalo: 

The Department was slow to act on provision of additional personnel at major 
posts where increased workloads unexpectedly arose. 

Have you had this experience in this area ? 

Mr. Burrao. I think that can be answered by citing what hap- 
pened in the Embassy Economic Section. This Section was reduced 
to two officers at a time of economic crisis in this country and during 
a period of greater responsibilities with the point 4 program. Does 
that answer your question / 

Mr. Mounrarn. I interpret this statement in the Heller report to 
mean that from time to time an unexpected peak of work may fall 
upon the Embassy and may require the assignment of additional per- 
sonnel. Whether that is a true statement of what happens in your 
experience, I don’t know, but if it is true, this observation seems to say 
that the Department is slow in providing you with people to handle 
this unexpected workload. 

Mr. Burravo. I don’t know of any case. 

Mr. Mounrarn. In connection with this man-in-motion problem, 
there are two aspects which we have studied in Washington. One 
was whether or not separate funds should be established to defray 
the cost of these extra people, as apart from the present practice of 
charging posts with the cost of people who are in transit, on leave, 
et cetera. 

Do you have any observations to offer on that ? 

Mr. Burraro. I don’t really see any difference from a financial or 
fiscal point of view whether or not they are charged to the Depart- 
ment or the field. It seems to me the cost would be the same. Increas- 
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ing large complements such as in Brazil might be preferable to De- 
partment increases in effecting the man-in-motion program. 

Mr. Mounrtarn. In addition to your staffing pattern, there would 
be a separately identified number of people for man-in-motion needs 
whose salaries could be separately identified, but charged to the post. 
Is this what you mean ‘ 

Mr. Burra.o. Yes. 

Mr. Mountatn. In any event, is it your judgment that the main 
problem is supplying the personnel and the bodies and not so much 
the bookkeeping ? 

Mr. Burraro. Yes: that is correct. 

(The following additional information was furnished by the Em- 
bassy :) . 

AMERICAN EMBASSY, RIO DE JANEIRO 


United States Government personnel in Brazil 


United States 


Post Sea 
citizens 


Other Total 


Department of State 
Embassy fi4 70 134 
(Marine detachment 10 10) 
Sao Paulo (CG) 19 12 31 
Recife (C) 5 5 
Belem (C) 

Porto Alegre (C) 
Salvador (C) 
Santos (C) 
Belo Horizonte (CA 
Curitiba (CA) ! 
Manaus (C A) ! 
Rio Grande (CA) l 
J 


mm nh Wo 


Sfio Luiz (CA) 


Total, state 107 112 219 
FBO, military on loan l 1 


Grand total 108 113 
USOM, ICA 160 80) 46) 


USIA: 

tio de Janeiro 1X =) ea 
Sao Paulo 5 

Belem 3 3 
Belo Horizonte 9 6 ° 
Porto Alegre 6 @ 
Recife 3 : 2 
Salvador 1 6 ~ 
Santos 3 ; 
Manaus Agency 21 I 


Total 31 107 138 
U.S. Department of Agriculture Attaché program: 

Rio de Janeiro { 3 7 

Sdo Paulo l l 


Total 
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Department of Justice 
Department of Treasury _- 
Department of Commerce (CAA 
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United States Government personnel in Brazil—Continued 


United ; 
Military | States Other Total 
civilians 


Department of Defense: 


Army attaché 3 2 3 8 
Naval attaché __ = : 3 1 4 8 
Air attaché ‘ s ] 3 12 
Military missions: 
Army section ban : . 16 10 89 145 
Navy section i 47 2 50 99 
Air Force section 71 3 16 90 
Inter-American Geodetic Survey ; 12 7 31 50 
Total, Department of Defense__.- , ee 190 26 L196 412 
Grand total: 
American civilians. -- ‘ i ‘ i 335 
Military. -- ‘ cies ; 191 
PRN etnies : acne alisate toma ce . . 507 
Ns i nicininen pibing= ees cw aina ‘ np tlenaiidl | 1, 033 


UNITED STATES GOVERN MENT-OWNED PROPERTY IN BRAZIL 
RIO DE JANEIRO 


Chancery.—The 25,500 square feet of land on which the present structure was 
erected was purchased in 1922 and 1925 at a cost of approximately $80,000. The 
building was completed in 1953 at a cost of $2,800,000. 

The estimated value of ground and building is in excess of $6 million. 

Building has 12 floors and basement, the top 2 of which are divided into 
apartments and the remainder used for offices, cafeteria, movie theater, and 
library. 

Ambassador's residence——The Embassy residence is located at Rua Sio 
Clemente 388. The land is situated at the base of Corcovado and extends about 
400 meters up the hill. The land and the previous house were bought by the 
United States Government in August 1936 for 30,000 British pounds. The 
former residence was torn down and the present residence was constructed in 
1945 at a cost of $160,000. 

This residence and grounds are valued at approximately $1 million. The 
residence is one of the best in the service and is considered adequate for the 
purposes it serves. 

BELEM, CONSULATE OFFICE AND RESIDENCE 


The consulate property in Belem consists of a combination office and residence 
that was constructed about 1946. The office and residence is a 2-storied build- 
ing, on approximately 5,000 square feet of ground, housing the offices on the 
ground floor and the residence on the second. The office or ground floor area 
contains reception room, 3 small and 1 large office rooms, and 2 baths. The 
second floor residence has its own separate entrance with a small foyer and a 
stairway leading to the second floor. The residence area consists vf a foyer, 
living room, dining room, guest room and bath, sitting room, kitchen, maid’s 
room and bath, 2 bedrooms and bath, and master bedroom and bath. 

In addition to this buidling there is an attached building for storage, a garage, 
and a small building housing the consulate’s two generators. 

No information is available on cost as these records are in Washington. It is 
estimated that land and building are valued at $60,000, which is probably 
$10,000 in excess of the initial cost. 


NATAL, OFFICE AND RESIDENCE 


The United States Government-owned property at Natal is located on the 
beach with a residence fronting on Avenue Getulio Vargas and a consular office 
building fronting on Rua Joaquim Manoel. 

The buildings are located on approximately 12,000 square meters of land. 
The smaller office building consists of a lobby, 2 large offices, a vault, and 2 
baths. The residence building has a living room, dining room, 3 bedrooms, 2 
baths, kitchen, pantry, and servants’ quarters, 
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The land was purchased in 1944 at a cost of $5,000 and the buildings were 
completed in 1949 at a cost of $68,027, making a total cost to the Government 
of $73,027. This land is presently rented to Sr. Wandick Lopes for Cr 5,000 
per month. There has been no additional cost to the Government as Senior 
Lopes is responsible for the maintenance of the buildings and grounds. 

Attempts have been made to sell this property, but so far without success. 
The property was appraised at $40,000 in February 1955 and bids were received 
by the Embassy. As the highest bid received was only $21,155, all bids were 
rejected upon instructions from FBO. 


VITORIA RESIDENCE 

This residence property is located at Avenue Chapat Presvat 25 in the city 
of Vitoria and is considered to be one of the most attractive houses in that city. 

The house is built on land of approximately 635 square meters and is in the 
best residential district of the city. The house is a two-storied, gabled-roof 
dwelling unit with attached garage. Construction is of brick masonry walls 
with stucco on the outside. The first floor has a living room, dining room, 
breakfast room and kitchen, and the second floor has 3 bedrooms and a bath. 

The house was purchased in July 1952 for Cr 600,000 and approximately 
Cr 90,000 has been spent for additional improvements and repair, making the 
total cost to the Government Cr 690,000. This cost approximates the value of 
the house today. 

The residence is rented at Cr 5.650 per month to Sr. Paulo Silva Quintas. 


STATE DEPARTMENT AND USIA FUNDSIN BRAZIL 
DEPARTMENT OF STATE 


Funds for the operations of the Embassy and consular posts are allotted directly 
to Rio de Janeiro, with the exception of American salaries which are controlled in 
Washington. No allotment of funds has been received for fiscal year 1956; how- 
ever, expenditures are being kept at the same rate as fiscal year 1955. 

Program expenses : 
1. General operating expenses 


2. American salaries 


Loi i sd eh ionic tines al oeihacaiae ea $132, 555 


Seas pte seas be oo aiabeal eos al pcan eee aan 463, 270 


POU a ag eS ad Ee Se ee 595, 825 


Joint administrative expenses : 


1. Generar operatine Grvehsee... ek ee. suey | Qa ee 

Zu FRR TOUE ETO rot xo seen tee Ke wie tnin ago eaned 151, 900 

TN ak ee i a Bee Ne eh aes 364, 474 
Representations : 

Tg, rrr” I a 5, 600 

as POP CO OUHeh OMIOCOED TN) BrIMBll os ono cee dba odeneme 6, 900 

ES ila sl bc eae i ee at all brn I ce 13, 500 


RN I ce Sc ec aaa da nigh stad sais aida papel techie aa 973, T99 


UNITED STATES INFORMATION AGENCY 


Funds for the operation of the USIS program for fiscal year 1956 have been 
received. American salaries are controlled from Washington. 


ss. UEP ee RO Op INN CIR re $644, 675 
das Ul re ee et GR 3 ee en ee eee 204, 765 


De CORRE CORR Acute ke ial el Seas 1, 405 


a ge hha xia lle ea decid 850, 845 





Subtotal, USIS 


1 


Salaries and allowances of USIS grantees in Brazil___.___.__________ 92, 800 


SOE Bie Gi Asis cticcenenitich ib abi emnticniinistnnamntnaiilaliti 943, 645 
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AMERICAN EMBASSY, RIO DE JANEIRO, BRAZIL 
Economic section operations report, Jan. 1—-June 30, 1955 


Function and activity : 


Visits Ol ence IO oa nk ool da Se ceske 654 
Vinita OE paar: DOR. wi oc he ct ecu 2, O70 
Vinite OF Gr With BVAeIA GEG I6. neon ken chendnwcckue 581 
Cana cee Ltrs nh oe hi cate din en wsaccetaan 755 
Estimated official telephone conversations_____.-----.-------------- 3, 305 
Reports and dispatches submitted : 
I isis st se sac ec a cs eas bo sae i tach ca aa abs Be 
nT No nae auaian aNemeaenee 27 
I hil seca ecnapeinivcnds a a ee a a icc 167 
EOE Bl NO rl icntnincdcatigadenwn cna neumanhewnmninamen 18 
TROTTED OG COTMIIERICATIOUN,....« <n een noenpeeme 86 
ea sadaaden eamaeee weiner aaa 166 
WG Re BRO CUNE POEs 6 cinta acnued minweme eens nsmnnmmaine 129 
SN ate fect chrcs case acaivas art Sai Sieh dais Geek oe eens cacao nice appease 10 
TIRE SOUR Pla li i itctea veprenienes nape aeh ain ee nil em oe omen ain aa 264 
TPROEDPOCSCOR CESOR  CORTTIIOIG sn ancecticce sue dnnskannsnhannpeie 7 


Mr. Mounratn. I'd like to refer again to the Heller field notes 
and ask for your comments, Mr. Buffalo. Under the heading of 
Controllership Functions: 

It was found that budget estimates for foreign posts were sometimes arbi- 
trarily prepared by regional bureaus rather than by the posts. In some instances, 
posts have not been requested to prepare budget estimates for 2 years. 

Are those observations applicable here, Mr. Buffalo? 

Mr. Burrato. Not here, because we submitted a budget estimate last 
year and submitted another one this year. 

Mr. Mounraty. How about your subordinate posts? 

Mr. Burravo. There is a centralized fiscal operation in Brazil and 
the Embassy handles all budget and fiscal operations for the constituent 
posts. 

Mr. Mountain. I would like to read further: 

Communications between foreign posts and the Office of Budget and Reports 
in the Department were poor, and this office did not exercise sufficient functional 
control over budgetary activities. Furthermore, the chart of accounts, as applied 
to the smaller posts, included too many items and created unnecessary clerical 
workloads. 

Mr. Burravo. I believe that since that time, Mr. Chairman, the 
number of accounting items has been reduced, and perhaps that might 
relate to your very small posts where accounts are maintained. 

Mr. Mountain. How does Washington exercise its budgetary con- 
trol over you? 

Mr. Burravto. The Department provides each year—by the way, they 
haven’t provided it ee budget for the operation of posts in Brazil 
for the entire fiscal year. We are required to keep expenditures within 
this authorization. The Department permits rather wide latitude in 
the use of these funds as the need demands. <A certain portion is set 
aside for representation that cannot be spent for other purposes and 
there is a limitation on the funds for local salaries within a given 
complement. 

Mr. Mounratx. You do not have authority over American Foreign 
Service salaries ? 

Mr. Burraro. We have authority to this extent: We draw from an 
open allotment. Mr. Paul Woodward, Embassy budget officer, could 


probably answer that question a little better than I, Mr. Mountain. 
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Mr. Woopwarp. Funds for American salaries are controlled by the 
Department in Washington. 

Mr. Mountain. What part of the Department ? 

Mr. Woopwarp. In this particular case, since we are part of ARA, 
it would be ARA. 

Mr. Mounrarn. Not the central budget office of the Department ? 

Mr. Woopwarp. No, sir. 

Mr. Burrato. It means, Mr. Chairman, that we have full authority 
even though they control the funds; they are responsible for having 
sufficient funds to cover the salaries of all Americans assigned to posts 
in Brazil because we automatically prepare vouchers and pay against 
that allotment in Washington. Is that clear? 

Mr. Mountain. Yes, sir. 

Mr. Burra.o. But we cannot appoint any American. 

Mr. Mountain. Do you have any direct contact or technical advice 
from the Office of Budget and Reports except through the regional 
bureau ¢ 

Mr. Burravo. We have the regular instructions issued in the Foreign 
Service Manual but our communications are not with that office; they 
are with ARA, 

Mr. Mountain. You mentioned the other day having to turn back 
to the Department some travel funds during a crisis which took place 
in May of this year. Was this a matter of being informed by the 
regional bureau that your allotment was being cut down, or did you 
have any choice ? 

Mr. BurraLo. No; Ambassador Dunn received a personal appeal, a 
letter from Under Secretary Loy Henderson, telling him about the 
crisis. The Department found themselves with a shortage of funds 
to complete the year’s operations. He asked the Ambassador to cut 
back operations in every way possible and return all the funds possible. 
As a result of that request, we reduced operations and we returned 
approximately $50,000. That wasn’t altogether a saving. We had 
some advantages that occurred through favorable exchange rates. 
We could not have turned back $50,000 on our normal operations with- 
out this favorable exchange rate. 

Mr. Mountain. But this is in a different category than American 
Foreign Service salaries, which can be cut back at their discretion, and 
you are merely informed about it? 

Mr. Burraro. That is correct. 

Mr. Mountain. What other funds, other than travel funds, do you 
control ? 

Mr. Burrato. The funds are allotted as a general operating fund, 
actually in one block. They are broken down into local employee’s 
salaries, but in effect, they are just one block of funds that we expend 
for the general operations of the Embassy, of which one element is 
travel. 

Mr. Mountatn. But the $50,000 was all from the travel fund ? 

Mr. Burraro. The $50,000 we saved was not just travel, it was an 
overall savings. 

Mr. Mounrarn. Principally travel ? 

Mr. Burrato. No, no, no; because our travel budget for last year— 
the amount we set aside for travel was less than $10,000 for the whole 
year, The savings came from allowances, communications, building 











166 TECHNICAL ASSISTANCE IN LATIN AMERICA 


operating expenses—in that, we get the utilities, of course—automotive 
operating expenses, contr: actual expenses, miscellaneous small con- 
tracts, supplies, equipment, and others. 

(Discussion off the record.) 

Mr. Mountain. Mr. Butfalo, the Heller field notes make this com- 
ment: 

Reimbursements were unrealistic because it was diffcult to establish and jus- 
tify charges for other agencies to which the Department provided services, 

Can you tell us something of the process through which you go to 
determine how much reimbursement you are entitled to for the support 
of other agencies of the Government ? 

Mr. Burravo. Mr. Chairman, that problem is one of the most diffi- 
cult ones with which the Embassy is faced. The Department provides 
2 directive which has been approved by all agencies receiving admin- 
we ative support in Brazil, as well as the approval of the Bureau of the 

Budget, calling on the Embassy to get with the various unit heads 
and work out an administrative support agreement. In approaching 
this problem reimbursement must be det ermined according to service 
provided, for example: The total cost of the Communications Unit 
is divided according to communications received and sent by the vari- 
ous agencies; cost of the Personnel Unit is based upon the type and 
amount of services provided to each agency; building operating ex- 
penses including utilities are based upon percentage of the building 
occupied by each agency ; cost of operating the Budget and Fiscal Unit 
is distributed among agencies according to number of vouchers and 
funds expended by agency: cost of custom clearance work, licensing 
automobiles and other general services type of operation are charged 
on a per capita basis for each agency. These are merely examples 
of how we arrive at these costs. I might add that the agencies at this 
post do not have too much difficulty in arriving at an agreement. 
However, I believe that greater difficulties are encountered when these 
agreements reach Washington. 

Mr. Mounvarn. I think we are aware of this from our own study 
in Washington. Do we understand that you meet here, with let us 
say the USLA representatives, and with the ICA representatives, with 
the Army, Navy, and whatever other agencies are presented here, and 
plan the level of support that you will “have to give them throughout 
the coming year ? 

Mr. Burra.o. Yes, this agreement provides the basis of arriving at 
what they will pay. 

Mr. Mountatn. In dollars? 

Mr. Burraro. Yes. You will observe from the written report I 
gave you that the Embassy has $212,574 as a general operating ex- 
pense fund for the joint administrative expenses. In addition to this, 
there are the American salaries and allowances which bring the total 
administrative expenses to some four-hundred-thousand-odd dollars. 
This is the amount of funds allocated during the last fiscal year and 
thus far operations during the current fiscal year are based upon this 
budget. 

Percentagewise this total cost was distributed as follows: 
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Mr. Mounrarn. At this point, Mr. Buffalo, why is the Air Attaché’s 
cost higher than the Army’s and the Navy’s? 

Mr. Burrato. They have more people. They have an airplane and 
crew, and occupy more space than the others. 

Mr. Mountain. Thank you. 

Mr. Burravo. IAGS, 0.4 percent. 

Department of Justice, 0.1 per cent. 

Mr. Mountain. What is “LAGS” 

Mr. Burravo. The full title is ace hig Geodetic Survey.” 

Department of State, 53.5 percent. 

We do not know whether or not these agencies paid on this basis. 
We have no way of knowing because we receive one allotment of 
funds without reference to agencies being supported. However, the 
instructions, initial instructions, state that the allotment advice will 
show how much each agency is contributing, but that isn’t done thus 
far. 

There must be a good reason—maybe an agreement was not reached 
with the various agencies. 

Mr. Mounrtarn. Is there a possibility that these forecasts which 
vou make here, and in which these other agencies are involved, are 
based on an assumption by these agencies that they will get a certain 
appropriation, but if it does not come through, then they do not 
undertake the activities originally planned and the reimbursement 
settlement has to wait until near the end of the fiscal year ? 

Mr. Burra. As a matter of fact, we have not started work on 
our agreement for 1956. We are starting this month as soon as we 
have full instructions. Each agency is asking Congress for money 
for administration and these funds are turned over to us on the basis 
of support provided. 

Mr. Mounrarn. Do you have the experience of staffing to give ad- 
ministrative support to agencies which ultimately do not call upon 
that support ? 

Mr. Burravo. May I answer this way? At the beginning of each 
fiscal year, each agency is supposed to inform us of the services they 
will require and we work out a budget on that basis. However, should 
they receive additional funds for program work during the course 
of the year and demand additional administrative support, we call 
on the Department for additional funds; the Department and the 
agency get together at the Washington level and agree on the increase. 
Our joint administrative allotment is increased according to the addi- 
tional support that is required. However, the system usually works 
exactly in the reverse. The agencies usually require more support 
than they asked for at the beginning of the year and we end up trying 
to supply it at the expense of the total program. However, should 
they ask for less support, we would not give them a refund. Natu - 

rally, for example, if the USIA program were moved completely out 
of Brazil, it would be possible to reduce the administrative overhead 
and make a refund to that agency. A reduction in pamphlet distribu- 
tion, or the like, would not normally enable rapid personnel adjust- 
ments to permit a refund. 

Mr. Mountatn. Then is it your statement that once rag agree- 
ments have been reached locally, they are fairly rigid as far as the 
cost to the Department goes ? 
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Mr. Burravo. Yes, and the agencies also accept this rigidity. 

( Diseussion off the record.) 

Mr. Mountain. Do we understand that in the field, as far as Brazil 
represents the field, that you have no difficulty in reaching agreement 
with the locally supported Government agence les ¢ 

Mr. Burrawo. No difficulties, but much time is consumed in negotiat- 
ing agreements. If we had difficulties they would be resolved ‘by the 
Ambassador. Such has not been the case as we have been able to settle 
all of our problems. 

Mr. Mountain. With perhaps nothing more severe than good-na- 
tured haggling. 

Mr. Burra.o. Yes, sir. 

Mr. Mountarn. But you haven't had the experience of inability to 
reach agreement ? 

Mr. Burra.o. No. 

Mr. Mountain. Have you had complaints about the service you have 
rendered after the agreement has been reached ? 

Mr. Burrato. Yes; we have had complaints. We have in our com- 
plement the position of personnel officer which has been filled for only 
approximately 2 months, since my arrival in Rio. We have been with- 
out a personnel officer, which means I have had to “double in brass,” 
and quite naturally, with our workload, it has not been possible for me 
to give the attention to some of the personnel work some of these 
agencies desire. We feel that since they are paying for the position 
they have a legitimate gripe when it remains unfilled for long periods 

of time and certain ‘a do not get completed on time. 

Mr. Mountain. | read again : from the Heller notes: 

Personal shipping and freight forwarding services were generously provided 
by the United States Dispatch Agency, New York City, with no charge except for 
actual freight. No evidence was found that those who made use of this free 
service had knowledge as to the source of funds which defrayed the costs of the 
services requested. 

Will you comment on that, Mr. Buffalo? 

Mr. Burraro. I’m not sure I understand the question. Would you 
please repeat it ? 

Mr. Mounrarn. Certainly. 

Personal shipping and freight forwarding services were generously provided 
by the United States Dispatch Agency, New York City, with no charge except for 
actual freight. No evidence was found that those who made use of this free 
service had knowledge as to the source of funds which defrayed the cost of 


the services requested. 

Mr. Burraxo. I can’t believe that. We all know Howard Fyfe, our 
dispatch agent in New York and the excellent work he has done 
throughout. the years, and that his salary is paid by the Government, 
and his staff is also paid by the Government. 

Mr. Mounrarn. Mr. Ambassador, this is not a major point, but: it 
was raised by the Heller study. I wonder if you have any comment 


from your experience on the question of whether or not the services of 

the United States Dispatch Agency in this regard is a morale factor. 
Ambassador Dunn. 
Mr. Mounrarn. Yes. 


Ambassador Dunn. Well, that is a very important factor in the 
morale and comfort, and help and assistance to the officials and their 
families living abroad. No question about it. I go back even before 


Are you referring only to personal services ? 
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Mr. Fyfe, and he was an assistant in the office of his predecessor. Cer- 
tainly the services that we get at various times are not in very great 
volume, really; but when you do want a personal service, such as for- 
warding an automobile or a trunk, et cetera, the efficiency with which 
it is done and the dependability of the great service gives great comfort. 
I would hate to be required to do w ithout it. 

Mr. Movuntarn. One of the proposals of the Heller Associates was 
that a nominal charge should be made for this service. I believe 
they worked out something like $7.50 per shipment. I presume it 
would be a sizable shipment. Do you have any comment on whether 
that would be of serious importance or not ¢ 

Ambassador Dunn. I think I would not like to see that done because, 
after all, our chines are living abroad; not only the State Department 
people, but other personnel also: living abroad on official duty, and 
when they have things sent to them for their personal account, I think 
it should be considered a part of the equipment they must have when 
they are living abroad. I think the principle of the thing, even such a 
small charge, ‘would be rather detrimental to the morale of the Service. 
I think it would be a pity to ask for a niggardly small amount, because 
those people are devoting their whole lives and attention to the Gov- 
ernment, and, of course, if the workload of the dispatch agent is ver) 
considerably increased by these personal services, that could be 
ascertained by looking into the operation. I don’t think the Govern- 
ment ought to carry a ‘large amount of services, but if it only amounts 
toa small amount, it would be a great pity to charge for it. I think it 
would be just too bad. 

Mr. Woopwarp. I think we have all missed a point here. In the end, 
we all pay for our own personal shipments, if it is over and beyond 
= weight allowance. That comes out of a revolving fund put up 

by the Foreign Service Association. Perhaps they are suggesting 
that this revolving fund be established by contributions of $7.50 from 
each member of the Service utilizing it so that the Government’s money 
would not be involved. 

Mr. Mounraty. Thank you, Mr. Ambassador. 

You are quite right, Mr. Woodward, in saying that the point of 
this statement in the Heller report was “do the people in the field 
know the source of the funds.” Another question we were more in- 
terested in is one I will direct to Mr. Buffalo. 

To what. extent, Mr. Buffalo, is personal mail carried in a diplo- 
matic pouch ? 

Mr. Burravo. In this post, practically no mail moves in the pouch 
because we use the Army-Air Force APO. 

Mr. Mountarn. So you have adequate and secure services for all 
mail ? 

Mr. Burraro. That is correct. I would like to add that if it were 
not for the APO, we would be forced to use the pouch. I can ex- 
plain that further if I may go off the record for a moment. 

(Discussion off the record.) 

Mr. Mounratrn. Mr. Buffalo, the Wriston program calls for the in- 
tegration into the Foreign Service Officer Corps of some Foreign 
Service staff people. Can you tell us how that has been handled in 
this post ? 

Mr. Burraro. Yes. The Department appointed officers here to 
serve as examining representatives of the Foreign Service Board to 
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examine the reserve and staff officers. On the basis of their exami- 
ation, they have taken 10 in as FSO’s from this post. 

Mr. Mountain. Out of a total of how many eligibles? 

Mr. Burra.o. Fourteen. But there are 4 more remaining; 2 have 
been made offers and are considering them, and 2 have not been 
examined. At the present time, the Department has appointed a 
number of officers at this point with Minister Counselor Trimble as 
Chairman for the Board. Whenever these other 2 officers become 
eligible to be examined, he will convene a panel of at least 3 officers 
and examine them. 

Ambassador Dunn. How many officers have been assigned to this 
post who have not had any previous foreign experience but who have 
been in the Department of State and have come in under the Wriston 
arrangement ¢ 

Mr. Burrao. Thus far, we have two; one of them had experience 
in the Information Service but not in the State Department. 

Ambassador Dunn. I might say that these two diene have very 
good prospects. We are very pleased with their coming here. 

Mr. Mountain. Mr. Buffalo, do we understand that there are only 
at this post 14 Foreign Service staff officers who are at a sufficient 
grade level to be considered for integration ? 

Mr. Burravo. Staff and reserve, yes, sir. But 10 of them have been 
integrated. There are 4 remaining. Of the 4, 3 are staff, and 1 
reserve. Of those 4, the reserve officer has received an offer and 1 
staff officer has received an offer, but they are appealing their cases, 
asking for reconsideration of appointment at a higher grade. 

Mr. Mountary. On what grounds? 

Mr. Burravo. They felt the grade and salary offered were not what 
they should be. They felt they should not have been asked to take a 
reduction in salary. 

Mr. Mounrarn. Is the offer being made to these two candidates for 
integration such that they will have a loss in salary. 

Mr. Burravo. One, yes. The other, no. 

Mr. Mounrarn. How considerable is that loss? 

Mr. Burrato. Approximately $500, I believe. 

Mr. Mountarn. Are you aware, Mr. Buffalo, that the Department 
got a special amendment to the Foreign Service Act of 1946 which 
would allow them to integrate officers at other than the lowest step ? 

Mr. Burraro. Yes. 

Mr. Mounrarn. Yes. Were these two offers below the top of the 
class ¢ 

Mr. Burrawo. Well, the FSR is at the top of his class. He has 
been there for 1 or 2 years, I’m not sure; he is appealing to get into the 
next class. But the directive from the Department carrying out this 
legislation set a cutoff date of August 16, 1954, and stated that anyone 
brought in following that would be brought in at the salary he was 
getting at that date. I believe there is probably some confusion as 
the directive was more concerned with grade and made no reference 
to annual increment. So some officers, you see, could have as many 
as 3 annual increments since that time, which would automatically 
force a considerable reduction in salary. 

Mr. Mountain. The determination of the grade and the salary in- 
volved in these offers is made by whom ? 
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Mr. Burrao. It is made by the Board of Examiners in Washington. 

Mr. Mountarn. Based on the recommendation of Mr. Trimble’s 
group here ? : 

Mr. Burraro. No; these haven’t appeared before his Board. 

Mr. Trrmpie. Originally, several officers were examined here. There 
was one officer who did it, acting for the Board in Washington. Sub- 
sequently, about 2 months ago, I received an instruction from Mr. 
Richey asking me to serve as chairman of an examining panel which 
would consist of at least three officers, and also giving me the names of 
the officers who would serve on the panel with me. Since then, we have 
had no candidates’ names presented to us by Mr. Richey’s office. 

Mr. Mountain. There are two who could be examined. 

Ambassador Dunn. Do they have to be designated by Washington 
for you to examine them ? 

Mr. Trimeze. Yes. 

Ambassador Dunn. Is that made as a result of their request, or an 
automatic process from Washington ¢ 

Mr. Trrmste. It is automatic. 

Mr. Mounrarn. In giving you this duty, Mr. Trimble, did the 
Department lay down the criteria you were to use ? 

Mr. Trrste. Yes, sir. 

Mr. Mountarn. Isit available to the candidates? 

Mr. TrmBiE. Yes. 

Mr. Burra.o. I am a member of the Board also. Each of us re- 
ceived complete instructions. It is material that is generally available 
to everyone. 

Mr. Mounrarn. I was wondering if the candidate had to go in cold, 
or has he been told what he is up against ? 

Mr. Trimee. No, sir; the material is available to everyone. 

Mr. Movunratn. You have had no people so far, other than these 
two, who have declined ? 

Mr. Triste. No. 

Mr. Mountain. Are these two people still actively considering these 
offers ? 

Mr. Trimeie. Yes. 

Mr. Mountatn. Turning to the problem of departmental reports, 
the number of reports which they compile, and require the field to 
submit; do you have any comments on any reports which you think 
could be cut down, from the field, or how is their program on cutting 
down going ? 

Mr. 'TrimpiE. The Department is definitely cutting down on the 
number of required reports. At the moment, I would not raise an 
issue with any particular report. 

Mr. Mountary. Mr. Trimble, can you make any comment on the 
substance of the reports called for? 

Mr. Trmsie. Yes, sir; the political reports are largely voluntary 
on the basis of a situation as it arises. Certain ones are called for on 
a quarterly or annual basis, or on specific instructions. There has not 
been any increase in these, and I think they are all legitimate require- 
ments, necessary for the Department of State, and other agencies of 
the Government. 

Also, there is a series known as the CERP reports, which concern 
economic and commercial reporting. The list of these required re- 
ports is prepared by the Department of State, the Department of 
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Commerce, and other agencies. It is my understanding that con- 
tinuing efforts are being made to cut down the list of required reports 
in order to give the field, on the one hand, more time to take part 
in voluntary reporting of a spot nature, and also to avoid duplica- 
tion of material which has already gone in to Washington in another 
form. It has been our experience here that so far as CERP reporting 
is concerned active steps are being taken to reduce the workload. 

Mr. Mounrarn. Thank you. 

Mr. Buffalo, I'd like to refer to another section of the Heller Field 
notes, under the heading of “Organization.” I quote: 

Broad observations with regard to organization matters related to the lack 
of working relationships between the Department and foreign posts and between 
the Embassy and outlying consular posts. Communications relative to admin. 
istrative policies and practices tended to be vague and incomplete, and minimum 
steps were taken by administrative officials at Washington to correct poor 
ndministrative practices in the field. 

Would you comment, first, on whether or not the communications 
from Washington have given you adequate guidance ? 

Mr. Burraxo. I think so. The Department began issuing full in- 
structions in a series called the Foreign Service Manual some 3 years 
ago. In my opinion it is an exc ellent. compilation of instructions for 
administrative people and an adequate guide for a person who is 
competent in the field of administration. 

Mr. Mountarn. What inspection of your administrative activity 
does the Department make? 

Mr. Burravo. We have the regular Inspection Corps that inspects 
us each 2 years. We also receive inspection from officers in the ARA 
oftice in Washington. 

Mr. Mounrarn. Mr. Buffalo, the Heller field notes make this 
observation under the heading of “Telegraphic Services” 

Telegraphic communications were employed without discrimination as to 
the urgency of messages to be transmitted. Responsibility was not fixed on an 
appropriate person or persons to divert nonurgent communications to less expen- 
sive transmission channels. For example, economic reports and FOA communi- 
cations of secondary importance frequently were sent by wire. 

I think I should say again that these observations were made, not 
with relation to Brazil, but certain other posts. Id like to have your 
comment on the _— ability to this post. 

Mr. Burravo. I don’t believe it applies here. We have good con- 
trols over our traffic. The Ambassador has delegated to the chiefs 
of the economic, political, and administrative divisions authority to 
approve telegrams to be transmitted without his authority. These 
telegrams quite naturally do not relate to policy or drastic changes in 
proc cedure. However, these telegrams, a copy of which goes mto a 
book that is kept on the Ambassador's desk, are reviewed by the 
Ambassador. Any a of telegrams would come to the attention 
of the Ambassador. I do not think that misuse of telegrams has 
occurred here, because our control is well reflected in statistics. In 
June 1955, we had 332 incoming telegrams to the Embassy, USIS, and 
ICA. Outgoing, 372: which, for a mission of this size—for the size 
of the ICA mission and the USIS mission—as you can see, is a very 
smal] number of telegrams. We even reduced our telegraphic traffic 
in spite of reporting on the Ecuadorian situation, the ‘politic al cam- 
paign, and negotiations in connection with Public Law 480. 
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Mr. Mounratn. The significance of Public Law 480 is the rather 
difficult and prolonged negotiations you have to go through for dis- 
posal of excess United States agricultural commodities? 

Mr. Burrato. Yes, sir. You will appreciate the control we main- 
tain by the fact that even with all this added work, our telegraphic 
traffic was reduced. We reduced our traffic; however, incoming tele- 
grams increased to 452. 

Mr. Mounratn. The obvious inference is that you have better 
control here than they have in the Department. 

Ambassador Dunn. That isn’t entirely true. It would have been 
very bad if we hadn't had telegrams on these things, as, for example, 
their instructions to go ahead and negotiate, et cetera, on the Equa- 
dorian situation. 

— Tree. As a matter of fact, I think 90 percent of the tele- 

‘ams drafted here, other than ICA or USIS, come across my desk, 
so I can O. K. them in addition to the chiefs of the sections or bring 
them immediately to the Ambassador’s attention. 

Mr. Mountain. One of the Heller recommendations is that as a 
control mechanism, the originator of the telegram could put on it 
the latest date by which the information had to be in the hands of 
the recipient. Do you think that such a device, if used here, would 
be of any help? 

Mr. Turmpie. That brings in the question of pouch schedule. It 
could be useful, yes. We tried to determine that already. We would 
find that certain material need not get to Washington—we'll say classi- 
fied confidential or higher—in 2 or 3 days, but you maybe have a 
courier pouch leaving which will get in there in a week. I think it 
might be useful to have the date put on, but I don’t think we have 
abused that to any extent. 

Mr. Mountain. Do you have a pouch control officer who is familiar 
with the schedules of the pouches? 

Mr. Trimsie. Yes, sir. 

Mr. Mountatn. Would it help if that officer had a function of 
passing on all communications! Would that help this problem ? 

Mr. Trimsie. The Administrative Section prepares and distributes 
to all officers a schedule of courier services every month. The draft- 
ing officer can determine from that whether his message will be able 
to reach a courier pouch, or whether it cannot reach a courier pouch. 
We have our unaccompanied pouch, which goes by the APO, and 
which is sufficient to take care of most unclassified matter. 

Ambassador Dunn. It wouldn’t be a bad idea, we all know that. 
I don’t think it would be a bad idea at all. 

I] might mention another matter with which I have had some dif- 
ficulty—not a great deal, but some. At times, when an officer has been 
assigned from the Department of State to a particular position in the 
Kmbassy—sometimes it is perfectly well when it is a replacement offi- 
cer or something—but at times we would have a better organization 
if that officer could be used in another place in the Embassy, and 
I think it is a pity there isn’t more latitude in the use of the officers 
given to the Embassy. Assign the officer to the post and indicat» the 
qualifications, but to assign him to a specific job—it sometimes causes 
difliculties, Sometimes we can’t use him in that job and he is disap- 
pomnted because he started off with orders to a certain position and we 
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can't use him in that spot. It would be helpful to us to have more 
leeway. 

Mr. Mounrary. If you have a vacancy in your staffing pattern 
for let’s say, a budget and fiscal man or a personnel man, the De- 
partment, if it is fulfiling its duties, sends you a man to fill that slot; 
and when he gets here you may have someone filling the job alre ady 
on a standby b: asis, and have, at the moment, a terrific need in some- 
thing closely allied but not exactly that slot. What stops you from 
using him in the slot where you need him most? 

Ambassador Dunn. We have to ask the Department for permis- 
sion to assign him to another billet. For instance, a man might be 
sent down here assigned as a political officer or economic officer, or 
we might have someone brought up or trained that we want to shift, 
and put the new man in the post we are shifting him from, because 
that works out better in our organization. A man might have been 
here a couple of years and be more useful within the Embassy than 
the new man. The new man would have time to learn the ropes of 
the new post routine without interfering with our work. 

Mr. Mountatn. How would such freedom affect the Department’s 
program of filling vacancies? Might it not affect it considerably ? 

Ambassador Dunn. I don’t think it would because we have our 
complement and positions to be filled by the Department. They 
would send that man down here as first secretary, second secretary, 
et cetera, except in the higher grades when a man is named to be 
administrative officer, chief of a section, et cetera. You can’t change 
that, but in the other grades there are times when we would do better 
if we could move our own people rather than start him off in a position 
named by Washington. It is not a tremendously big question, but 
at times it does cause difficulties. I had a man sent to me one 
time in Rome. He was sent as assistant labor information officer. 
There wasn’t any such thing. In the Department they seemed to 
think there should be, but it didn’t work out with our organization. 
I got permission from the Department to put him in another place. 
That was a little extreme, but that is an example. 

Mr. Mountain. The subcommittee appreciates these comments, Mr. 
Ambassador, and I believe as we visit these other posts we'll make an 
effort to find out whether this is a problem to them as well as you. 

Ambassador Dunn. Might I add, the Department even goes so far 
as to assign secretaries to specific slots, except on a temporary basis. 
That often creates a real problem. A girl may be coming down and 
she is told she is going to be secretary to the Ambassador, and we 
have another girl ‘who has learned the language and worked in the 
job, and it w ould not be easy to put this new girl j in there. It creates 
a real morale problem. She is dissatisfied; it causes trouble; it is 
not. good organization. 

Mr. Mounvarn. This is a problem which exists at the intermediate 
and lower grades of your organization, and not at the higher grades? 

Ambassador Dunn. Yes, sir; that is right. 

Mr. Mounratn. You have no such objection to the assignment of 
higher officers by Washington ? 

‘Ambassador Dunn. No, nor to specialist positions, such as attaché. 

Mr. Trimece. It is possible that fairly senior officers may be as- 
signed by the Department to slots w here a need exists for one of 
junior or intermediate grade to serve as a “legman” and one with 
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a good knowledge of the country and the language. The Embassy 
should have authority to shift officers according to need without 
awaiting specific authority from the Department on each case. 

Ambassador Dunn. They might send him down and, say after 
3 months, let us advise on the assignment. 

Mr. Mountain. Along the line of assignment of personnel, will this 
integration program give you more or less freedom of action ? 

Ambassador Dunn. I don’t think so. Unless the Department sends 
them for particular positions. As a matter of fact, we realize we are 
receiving several people who have had no Foreign Service experience 
in the State Department. We welcome that because they are fully 
qualified, but we should be in a position to deal with that situation so 
that in their first stages they will be in the best position to learn the 
ropes, instead of being popped into a position. It becomes even more 
important as we go on. 

Mr. Mountain. We certainly appreciate these comments and we 
will be very interested in seeing whether the experiences in the other 
posts we visit in Latin America are comparable. On our return to 
Washington we will make further inquiries into the Department as 
a result of that study. 

One of the matters with which we have been concerned has been 
the international organization aspects of United States operations 
abroad. Can you tell us some of the activities that occur in this area 
regarding U nited States participation in inter national organizations? 

‘Ambassador Dunn. Yes, sir; we have had established in Brazil for 
some years—it must be almost 10 years now—an Inter-American 
Juridical Committee which deals with problems which are given it 
by various inter-American conferences, and questions that are brought 
up by the various governments attempting to codify the laws in this 
hemisphere. They also are trying to conform the laws of the differ- 
ent countries to each other as much as they can. It is a long, slow, 
steady process. For 5 years here a very prominent international law- 
yer represented us in that Committee, which sits in Rio. And the 
other American States have had their special representatives. This 
first representative served until 1951. In that year Mr. George 
Owen, counselor of the Embassy here, was assigned to take his place. 
This Committee has about 2 periods of work a year, running from 3 
to 6 months, depending on their agenda. They will deal with very 
important questions. In 1953, Mr. Owen was incorporated with 
the Embassy and given the rank of counselor of embassy, and took 
the place of a political officer who had been head of the political 
section. My own feeling is we were putting pretty much of a load 
on that.one officer. He can’t properly spend all of the time he 
should on each of the jobs he has. I don’t think it is quite fair for 
him, nor for the work of either the Embassy or this Juridical Com- 
mittee, and I do think this Juridical Committee is very important. 

Mr. Mountaltn. Do you have a solution for this problem ? 

Ambassador Dunn. The appointment of a special representative to 
the Committe, and the appointment of an officer to act as political 
chief of the Embassy. Divide them. 

Mr. Mountarn. Mr. Owen is an FSR? 

Ambassador Dunn. No, FSS. 

Mr. Movunratrn. Is he one of these two awaiting integration ? 

Anibecsador Dunn. Yes. 
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Mr. Moun'ratn. Are there other international organizations in this 
area with which you deal ? 

Ambassador Dunn. There is another small group here. Under a 
treaty between Peru and Ecuador which was supposed to settle a 
boundary dispute they had about that time—1941—there was set up 
in Brazil a Committee of Guarantors, representatives of the guaran- 
tors of that treaty. The guarantors constitute the U nited States, 
Chile, Argentina, ‘and Brazil. The seat of that group is in Brazil 
and the Foreign Minister of Brazil is the Chairman of it. Ambassa- 
dors of the other three—we are the representatives. 

They only meet in certain cases. We recently had some incidents 
on the Peru sector jointly, and those Ambassadors were called into a 
meeting and they appointed an investigating committee, composed of 
the military attachés of the states to go and investigate. We are now 
awaiting their report. You could hardly call that an international 
organization but it is a committee working on that specific case. All 
we can do is keep posted about the incident and try and find out the 
reasons—who initiated the difficulties and stay clear if we can. 

Mr. Mountain. Have your investigators any difficulty in gain- 
ing access to the territory in which the incident occurred? 

Ambassador Dunn. None, except one part of the country is very 
remote; transportation is very difficult; but they have gone over the 
whole territory and their reports have been received here. I expect 
that even this week we will probably have a meeting and go over that 
report. Then there will be lots to do in the way of formulating recom- 
eee The United States is anxious to provide a more perma- 

ent solution than just this emergency work, but there is nothing else. 

Mr. Trrupie. There area couple of little ones. 

Ambassador Dunn. The United Nations have a representative 
here and then there is the World Health Organization. 

Mr. Trrmsie. There is an American doctor loaned by the United 
States Public Health Service under the auspices of the World Health 
Organization to Brazil to investigate and recommend measures to 
be taken to alleviate a very serious problem i in the form of a parasitic 
clisease, which infects between 5 and 7 million Brazilians. It gets 
into the intestines and results often in death or incapacity. This is 
completely apart from SESP—it’s under the World Health Organi- 
zation. He is working largely on his own and it is my underst anding 
that he has had some success, working very closely with the Brazil- 
ians; and it looks as if they may now “develop methods to control or 
eradicate this parasite. 

Ambassador Dunn. There is a representative here, also, of the Inter- 
(rovernmental Committee for European Migration. They have an 
office here because Brazil is a member of that, and Brazil is one of 
the receiving countries. I must say, we are a member of that com- 
mittee and a very important member of it. That office here has been 
dealing with the Brazilian Government, generally, and only when 
they got into trouble, because the Brazilians suddenly decided to 
withdraw from the committee. The Embassy was instrumental in 
bringing to the attention of the highest authorities in Brazil the im- 
portance of continuing their program of receiving immigrants. That 
is smoothed out now and going very well. 

Mr. Mounrarn. Mr. Ambassador, we have no more formal questions. 
I wonder if we could have some informal discussions. 
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Ambassador Dunn. Yes, of course. 

Mr. Mounvatn. I would like to speak with Mr. Buffalo. 

Mr. Buffalo, there has been some criticism of the Department from 
time to time for not having people stationed in their foreign posts 
who spoke the language of the countr y to which they were assigned. 
What is the situation in this post? 

Mr. Burravo. In this post, Mr. Chairman, we can be thankful for 
the Wriston committee because they strongly recommended funds be 
made available to employ teachers. Out of the 56 Americans here, 
40 speak Portuguese in varying degrees of fluency. We have 7 who 
are taking Portuguese for 1 hour a di ay 5 daysa week. The 3 remain- 
ing secretaries are not taking it, but they all have Por. uguese-speaking 
maids, indie ‘ating they do have a degree of fluency. So we are almost 
100 percent—including the Ambassador. 

Mr. Mountarn. I am sure that is a very fine record, one to be very 
proud of. 

Mr. Ambassador, are there any other matters, from the standpoint 
of improving your operating conditions, you would like to see included 
in our record ¢ 

Ambassador Dunn. No; but I’d like to comment on this. I think 
one of the greatest advances that have been made in carrying on our 
Foreign Service was the establishment of the administrative section 
in the Embassy and staffing them with experienced and responsible 
administrators, instead of the old system of appointing a Foreign 
Service officer who had no experience and by the time he learned the 
ropes he was transferred to another ee This is one of the greatest 
advances. The Rogers Act of 1924, and he establishment under the 
recent act of 1946, ‘what it has meant to the people working in the 
posts abroad is something tremendous, and I would like to call atten- 
tion toit. We accept it now as just one of those things that we always 
should have had, but we had a great deal of trouble and difficulty before 
that was established. 

Mr. Mountatrn. Is it your judgment, Mr. Ambassador, that insufli- 
cient recognition is given to the administrative side of the Depart- 
ment’s operation ? 

Ambassador Dunn. I think before the establishment of this admin- 
istrative arrangement, which has been developed both in the Depart- 
ment and in the field, particularly the field, and also the addition of 
administrative inspectors, that might have been true, but the over- 
seers have come to realize the value and benefit of that whole arrange- 
ment. I think before that they really didn’t pay much attention to 
administration, just as we don’t pay attention to housekeeping. | 
think they do appreciate it now, not always the difficulties, but I think 
they do really appreciate what is done. 

Mr. Mountain. Do you think the administrative side of your opera- 
tion here has adequate authority for its task? 

Ambassador Dunn. Oh, yes; I think so, as far as the work in the 
field is concerned. 

Mr. Mounvarn. Thank you very much, Mr. Ambassador. 

(The subcommittee then adjourned at 4 p. m.) 
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EXHIBIT A 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, 
WASHINGTON, D. C. 


Lending operations to date in Brazil 


[Expressed in United States dollars] 


Borrower Date Purpose Amount 








Brazil (guarantor): Brazilian Traction (Ist | Jan. 27,1949 | Electric power development | $75,000,000 


installment). and telephone equipment. 

Brazil (guarantor): Brazilian Traction (2d | Jan. 18,1951 | Electric power development-.-| 15, 000, 000 
installment). 

Brazil (guarantor): Sao Francisco Hidro. | May 26, 1950 do ‘ --| 15,000, 000 
Elec. Co. 

Brazil June 27,1952 | Railway rehabilitation. ._.--- 12, 500, 000 

Brazil (guarantor): Comissao Estadual de do Electric power development_. 25, 000, 0C0 
Energia Electrica 

Brazil ‘ Apr. 30,1953 | Highway maintenance and 3, 000, 000 

improvement. 

Brazil (guarantor): Centrais Electrica de | July 17,1953 Electric power development 7, 300, 000 
Minas Gerais & Companhia de Electrici- in Minas Gerais. 
dade do Alto Rio Grande. 

Brazil Dec. 18,1953 | Railway improvements 12, 500, 0U0 

Brazil (guarantor): Usinas Electricas do do._.....| Electric power development...| 10, 000, 00 


Paranapanema, 8. A 
Brazil (guarantor): Brazilian Traction Light} Feb. 24,1954 | Construction of Piratininga 10, 7% 
& Power Co., Ltd. thermal electric powerplant 
for Sao Paulo. 


oo 


ExHIBIT B 


TENTATIVE SCHEDULE FOR THE INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
House COMMITTEE ON GOVERNMENT OPERATIONS, SAO PAULO, OCTOBER 12, 1955 


ETA Congonhas Airport: 9:15 a.m. 

Visit School of Business Administration : 9 : 45-10: 15 a. m. 

Meeting with board of directors, chamber of commerce : 10: 30-12 a. m. 
Mr. R. J. Owen, president. 
Mr. Arthur Bennett, executive vice president. 

Luncheon with board of directors, chamber of commerce : 12-1: 30 p. m. 

Visit to consulate general and USIS: 1: 30-2 p. m. 

Leave Sio Paulo: 2: 30p. m. 
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EXHIBIT C 
THE SAo PAULO CONSULAR DISTRICT 


(1) Comprises the States of Sio Paulo, Parand, Santa Catarina, and Goias, 
an area of 871,410 square miles. (Texas is 263,000 square miles. ) 
(2) In all America, only Canada, the United States, and Argentina have a 
larger area. 
(3) The population of the district is 16 million, exceeded only by the United 
States (166 million), Mexico (26 million), and Argentina (18 million). 
(4) Provides: . 
59 percent of value of Brazil's exports. 
43 percent of national income. 
46 percent of federal income taxes. 
55 percent of federal sales and consignment taxes. 
Has: 
28 percent of Brazil's area. 
29 percent of total population. 
40 percent of industrial establishments. 
45 percent of industrial workers. 
45 percent of installed electrical energy capacity. 
40 percent of automobile registrations. 
36 percent of cement production. 
34 percent of railway mileage. 
25 percent of steel and laminated products production. 
90 percent of tire production. 
45 percent of cotton spindles. 
65 percent of petroleum refining capacity. 
66 percent of cotton production. 
60 percent of coffee production. 
47 percent of abbatoir products. 


THE STATE OF SAO PAULO 
(1) Population 10 million, exceeded only by United States, Mexico, Argentina, 


Canada (15 million), and Colombia (11 million). 


(2) Income $4 million (one-third of all Brazil), exceeded only by United States, 
Canada, Argentina, and Mexico. 
(3) Has: 
60 percent (United States $600 million) of United States investments 
in Brazil. 

33 percent of the primary, high school, and university enrollment. 
40 percent of the liberal professions (doctors, lawyers, engineers). 
33 percent of telephones listed. 


67 percent of foreign population of 1.1 million. 
33 percent of newspapers and maganzines published. 


CITY OF SAO PAULO 

(1) “Fastest growing city in the world.” 

(2) Population of 2,862,744 (estimated) exceeded only by New York, Chicago, 
Buenos Aires, and possibly Mexico City and Rio de Janeiro. 

(3) Consulates general of 24 countries, 3 of which (United States, Spain, and 
Italy) are headed by Ministers. 

Consulates of 22 countries. 

The economic counselor of the German Embassy and a commercial attaché 
of the French Embassy in Rio de Janeiro reside here. 


——————+-——_ 


ExHIBIT D 
UNITED STATES GOVERNMENT ACTIVITIES IN SAO PAULO 


I. The objectives of the American consulate general in Sao Paulo are: 
1. To assist Americans and American property and interests; 
2. To promote increased trade between the United States and Brazil; 
3. To assist the economic development of Brazil; 


4. To encourage and facilitate United States investment in Brazil for the 
benefit of both countries; 
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». To make the United States better understood in the area and to create 
a Clearer understanding of our foreign-policy objectives; and 

6. To facilitate the movement of immigrants and visitors, for business 
or pleasure, through issue of visas. 

II. Agencies available to the consulate general for achieving the objectives 
noted above are: 

A. Consular establishment, which: 

1. Performs normal consular functions such as passport work, registra- 
tion of Americans, visa work, and handles welfare and protection cuses 
involving individual Americans ; 

2. Performs economic services for the Department of State, other United 
States Government agencies, the American Embassy in Rio de Janeiro, and 
private individuals and business concerns, such as the preparation of general 
economic and commodity reports, trade lists, handling of trade complaints, 
reports on trade and investment opportunities and furnishing general 
economic information to American and Brazilian businessmen ; 

3. Observes and reports on political developments in the consular district, 
a key area in the sociopolitical complex of Brazil; and 

4. Furnishes administrative support for other United States Government 
agencies in the district, i. e., agricultural office, USIS, ICA, military mission. 

Attached are statements on personnel of the consulate general and operating 
expenses. 

B. The United States Information Service in Sio Paulo, with policy guidance 
from Washington and Rio de Janeiro and locally from the consulate general, has 
a number of specific objectives in the area which are detailed in a confidential 
attachment. Its activities are also outlined therein. 

C. United States operations mission (USOM) operations in the Sao Paulo 
consular district include the following : 


1. Public health 
One health facility, operation and advisory, State of Sio Paulo. 
Kleven health facilities, construction and remodeling, State of Parana. 
Twenty-one water-supply projects, State of Goias. 
Thirteen water-supply projects, State of Mato Grosso. 
2, Vocational education 
American-Brazilian Industrial Education Commission, vocational guidance in 
technical schools in Sio Paulo, Curitiba, and Goiania. State department of 
labor, training within industry, Sio Paulo. 


3. Public and business administration 


State and city personnel classification and wage-plan project; establishment 
of school of business administration in Sio Paulo. 


i 


5. Agriculture 

Parand.—Wheat-storage project and education and research project in Min- 
istry of Agriculture. 

Sdo Paulo.—RBiological institute, education and research project; Fazenda 
Ipanema, education and research project; Coa River Valley, conservation of 
natural resources. 

5. United States geographical survey 

Appraisal and development of possibilities of discovering lead-zine deposits at 
Rio da Ribeira lead district (Sio Paulo and Parané) ; administered from Belo 
Horizonte. 


6. Aviation 

Air-navigation aids and traffic-control project in Sio Paulo. 

Except where otherwise indicated, all these projects are administered from 
Rio de Janeiro. The consulate general gives limited administrative support to 
some. 

DD). United States Department of Agriculture: The agricultural officer in Sio 
Paulo has been assigned the countrywide responsibility of reporting on the 
crops of cotton and cacao. Reports on cotton are submitted in March, June, 
September, and December. Cacao reports are due in January, April, July, and 
October. 

In addition to the regularly scheduled reports, all developments affecting the 
production and marketing of these crops are reported as they occur. 
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The agricultural officer contributes information of a local nature to the agri 
cultural attaché in Rio de Janeiro on the other crops and livestock of the area, 
viz, coffee, tobacco, poultry, grain and feed, livestock, dairying, fibers, sugar, 
citrus fruit, etc., as requested. 


Exuisits EH1i—-E5 
Attachments: 
El. Organization chart. 
E2. Personnel lists. 
E3. Operating expenses. 
Eh4. Statement on relative importance of the Sio Paulo consular district. 
ES. USIS activities in Sio Paulo consular district (separate). 


ExHIBIT E1—ORGANIZATION CHART 










CONSUL GENERAL 


US ATR FORCE 


Agricultural Officer 






Deputy Principal Officer 
(Political Officer) 
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Administrative Asst. 


General Consular General Economic 
Mail & Records | serwsoee Reporting 
Personnel-Communica- | Visa Unit Commercial 
' tions Services 
Agent Officer 
wna = 


Recapitulation of total personnel at post 





American Locals Total 
i « I — ee - - — 
Regular program only : 20 12 32 
USIS.--- ; Maia lietiadiale 7 5 24 29 
Bi National Center - - 3 0 ; 
U.S. Department of Agriculture on . 1 | I 2 
U. 8. Air Foree.......- ; 18 0 18 
Fa Gdaiedantn Getic ceieto ‘ ‘ : = 10 0 10 
Si seskccactsnis neve taille ‘ ‘shatasta tacts mieten 57 37 4 
Note.—Regular program provides administrative support service to USIS and other Government 
agencies. 
| 
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EXHIBIT E2 
PERSONNEL LISTS 


American consulate general, Sdo Paulo, Brazil 


Incumbent Position title Grade Salary 


Office of principal officer 





Butrick, Richard P Principal officer, consul general | FSO-CM $14, 800 

Moffett, Rachel N Secretary FSS-12 3, SOO 

Political Section: 

Raine, Philip Political officer FSR-2 12, 740 

Vacant | Political-labor officer (? (? 
Economic Section 

Ortiz, Nestor C Economic officer, Section Chief_.| FSO-3 11, 105 

Gilsinn, David L Economic officer : FSS-7 6, 935 

Wyman, Gene Clerk-stenographer-- ...| FSS-12 4,185 

Todaro, Salvatore Commercial clerk FSL-3 1, O84 

Soares, Jaym« Junior commercial clerk FSL-4 872 

Brown, Stanton Economie officer ‘ FSS-5_.. &, O15 

Miller, Burton 8 do FSR-5 7, 220 

E bert, Louis V Economic assistant FSS-11 4,355 

Cyntron, Isabel M Administrative assistant FSS-11 5, 000 

Diana, Antoinette Clerk-stenographer FSS-13 3, 520 
Consular Section: 

Severe, Mare L : Section Chief, consular officer.| FSS 7, 968 

Klasgye, Jean M Passport and citizenship clerk.| FSS-13 3, 520 

Geleich, Abigail Receptionist and notarials | FSL-3 1, 225 

clerk. 

Chmura, Eva Consular clerk FSL-3 1, 225 
Visa Unit 

Walker, Howard L., Jr Visa officer- FSO-5 6, 306 

Scott, Alice Visa clerk FSS-13 », 3H 

Lowsey, Zena M Administrative assistant FSL-1 1, 730 
4 ministrative Section: 

Moore, Raymond J Administrative assistant, Sec- | FSS-10 4. 650 

tion Chief. 

Woodworth, Lewis A General clerk FSS-11 

Cole, Nancy C Mail and records clerk FSS-13 

Kidd, Kathleen M Clerk-stenographer FSS-13 

Fernandes, J.C. O___- Administrative assistant FSL-1 

Schneider, Inge Agent officer FSL-2 : 

Cavicchioli, José Senior administrative clerk FSL-2 1, 351 

Almeida, José Chauffeur FSL-4a SO4 

Gomes, José do_. FSL-4a 833 

Amelio, Mario Janitor-cleaner FSL-7 479 

Cavicchiolli, Luiz Messenger FSL-7 409 

Total__. - 132, 353 





Locals 
Cruzeiro 
at Cr$70.00 


Cr$75. 900 
61. 050 


S85. SOO 


121. 000 


129. 800 
103. 400 
04, 600 
60, 500 
58. 300 
33. 550 
28, 600 
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United States Information Service 
AMERICAN ST AFF 


Incumbent 


MeArdle, Francis J 
Benoit, Leroy J 
MeGillivray, James H 
Villarreal, G. Claude 
Heskins, Helen 
Binational centers: 
Phillips, Richard B 
Minor, Ainslie B 


Hinkley, Roger D 
Taylor, Wayne W 
Grantee under Publie Law 
402: 
Rogge, Benjamin A 


SAO PAULO 
Press: 
Carvalho, Joio Manoel 
Moreira Maria Isabel 
Radioand TV: 
Menale, Oswaldo 
Ferreira, lrineu J. R 
Motion pictures: 
Comerio, Luiz 
Barbosa, Alfredo Rolim 
Mendonga, Sergio F. de-. 
Santos, Joao dos j 
Brant, Brano.......... 
Arcuri, Edson Fernando 
Curi, Elizabeth_. - 
Library: 
Abreu, Maria Helena 
Costa, José Eduardo de 
Mucciolo, Genaro A. de 
Distribution of materials: 
Doberstein, Ornelio._.-- 
Finger, Ana Maria------- 
Duplicating and despatching: 
Carvalho, Paulo.........- 
Okada, Tamotsu_____.--- 
Administration: 
Schaffman, Elisa__.....-- 
Pyles, Irene Martins ----- 


OUTSIDE SAO PAULO 


Curitiba: 
Albizu, Roberto..-..-- 
Santos: ! 
Brandao, Antonio José_- 
Sfair, Luiz 
Rodriguez, Henrique--.- 
Goiania: ! 
Menezes, Walter 


Florianopolis: ! 
Hosterno, Eurico......--- 


Binational center: 


Rothman, Phifer P- . 
Rock, John B_......-.... 


Incumbent 


King, Winfield C_.-- 
Bueno, Anneliese K___ 


Total.... 





“BRAZILIAN STAFE 


1 Not on Séo Paulo salary schedule. 


Position title 


Public affsirs officer 
Cultural affairs officer 
Information officer 
Public affairs trainee 
Clerk-stenographer . 


Director of courses (SP) 

Assistant director of courses 
(SP). 

Teacher (SP) 

Executive secretary (Curitiba 


Grantee Sado Paulo 


Program ass: tant 
Senior administrutive clerk 


Radio clerk _ _ - 
Junior radio clerk 


Senior administrative clerk__. 
Motion-picture operator 

do 

do 


Chauffeur a 


Office clerk. 
Junior stenographer 


Administrative clerk 
Library clerk 
Office clerk 


Senior clerk 
Stenographer 


Ca aetna alee ’ 
Multilith operator i 


Secretary 


scnten ae shlapaiai 


Motion-picture operator. ------ 
CFI tin 5 cetera satus alee 


Motion-picture operator..--_- 
Clerk-messenger- 


USIS representative -........-. 


..do (aia ea 


Executive secretary. 
English teacher nana 


Position title 


Agricultural officer 
Secretary.......... eit 


LOCALL 


~ AMERICAN STAFF—(Santos) !_ 


2 $50 per month. 


Grt 


AMERICA 


Sido Paulo 


Grade Salary 
FSR-3 $10, 
FSS-4 a 
FSS-4 x 
FSS-11 $ 
FSS-12 t, 
Grantee 

do +, 

do 

do 

8 

Y HIRED 
FSL-1 Cr$121 
FSL-3 7 
SL-3 82 

L-4 6 
FSL-2 112 
FSL-4 bt 
FSL-4- 2 6 
FSL-4 58 
FSL-4a is 
FSL-5 45, 
FSL-4 58 
FSL-3 7 
FSL 61 
FSI 45 
FSL-2._.-... Ot 
FSL-3 75 
FLS-4......- 63 
FSL-5 ; 47 
FLS-2_-.....- O4 
PEFR sé nani 04 
(i 63 
FSL-2......- 99. 
FSL-7..-.-- _ 42. 
FSL-8.--...-- 34. 
Contract em- 

ployee. 
._.do 


Grantee... _ 
— 


$100 per month. 


Department of Agriculture, Sao Paulo, Brazil 
ade Sal ary 


$8, 


10, 


14 
00) 
27t 


Or 


5, OOO 


~ =r 
son 


41) 


O00 
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. 100 


00 
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5. 100 
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United 
States dollar 
it Cr$70.00 


7M 
izZd 


1, OS4 


$1 


179 
911 


1. 608 
950 
911 
833 
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644 


1, 084 


044 
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1, 084 


911 


676 
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896 
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TECHNICAL ASSISTANCE IN LATIN AMERICA 


ExuHipir 4 
RELATIVE IMPORTANCE OF THE SAO PAULO CONSULAR DISTRICT 


A, Comparison of Brazil and the Sdo Paulo consular district to the other 19 
American Republics * 


Brazil, with its 852 million hectares of area, comprises 48 percent of the total 
land area of Latin America. While the Sio Paulo consular district (States of 
Sao Paulo, Parand, Santa Catarina, Goias, and Mato Grosso) with its 242 million 
hectares of area comprises but 28 percent of the total area of Brazil, this area 
is larger than that of any other Latin American Republic, with the exception of 
Argentina with its 281 million hectares. 

srazil’s population (1954 estimate) of 56 million accounts for 35 percent of 
the total Latin American population. While only 29 percent (16 million) of 
Brazil’s total population is located within this consular districct, this area has 
more population than 17 of the other Latin American Republics, being exceeded 
only by Mexico (26 million) and Argentina (18 million). In fact, the population 
of the State of Sao Paulo alone (10 million) is exceeded by only 3 other Latin 
American Republics—Mexico, Argentina, and Colombia (11 million). 

Brazil’s national income in 1953 of US$12.5 billion equivalent accounted for 
31 percent of the total national income of the Latin American Republics, and was 
almost 50 percent more than that of its nearest competitor, Argentina (US$8.5 
billion). This consular district with a national income of USS5.4 billion equiva- 
lent was exceeded by only 2 other Latin American Republics, namely, Argentina 
and Mexico (US$5.8 billion). In fact, the State of Sio Paulo alone accounted 
tor 74 percent (US$4 billion) of the total national income of this consular dis- 
trict, having by itself a larger national income than 17 other Latin American 
Republics, being exceeded only by Argentina and Mexico. 

Brazil’s Federal budgetary expenditures in 1952 of US$1.6 billion equivalent 
accounted for 25 percent of the total Federal budgetary expenditures of the Latin 
American Republics, and exceeded that of any other Latin American Republic. 
The budgetary expenditures of the states comprising this consular district 
amounted to US$920 million equivalent in 1952, of which the State of Sao Paulo 
accounted for US$807 million, or 88 percent. Comparing Sio Paulo State budg- 
etary expenditures with the Federal budgetary expenditures of the other Latin 
American Republics in 1952, it will be observed that they were exceeded only 
by Argentina with US$1.5 billion, being followed by Venezuela (US$729 million ) 
and Mexico (US$712 million). 

Brazil’s exports of US$1,562 mililon in 1954 accounted for 20 percent of total 
Latin American exports and were exceeded only by Venezuela with USS$1,690 
million and followed by Argentina with US$1,085 million. Exports from this 
consular district amounted to US$918 million, or about 60 percent of Brazil's 
total, those of the State of Sao Paulo alone amounting to USS725 million. Thus 
exports from the State of Sao Paulo, and of course from this consular district, 
were larger than those of any other Latin American Republic with the exceptions 
of Venezuela and Argentina, the exports of the latter being but slightly larger. 

United States direct private capital investment in Latin America amounted 
to US$6.4 billion at the end of 1954. Investment in Brazil amounted to US$1 
billion, or 16 percent of the total, being exceeded only by Venezuela with an 
estimated investment of US$1.4 billion, and followed by Cuba (USS$700 million) 
and Chile (US$633 million). Investment in Venezuela is largely in the petro- 
leum industry, whose petroleum exports amounted to 91 percent of the total 
value. It is estimated that around 60 percent of the United States direct private 
capital investment in Brazil (US8600 million) is located in this consular district. 
largely in the State of Sao Paulo, and thus in relation to such investment in 
other Latin American Republics would be exceeded only by that in Venezuela, 
Cuba, and Chile. 

The profitability of the petroluem industry is indicated by the fact that of the 
estimated earnings in 1952 on United States direct private capital investment 
in Latin America of USS$589 million. Venezuelan earnings accounted for US$256 
million, or 48 percent, while its relative share of total Latin American investment 
(1954) was only 22 percent. Earnings on such investment in Brazil in 1952 

‘Table I, attached, entitled “Latin-American Comparative Factors.” presents relation- 
ships hereinafter discussed. In most instances the most recent comparative data available 
related to 19538 and 1954, and in one instance to 1952. It is believed, however, that the 


general order of relative magnitude of Brazil and of this consular district in the total 
Latin-American economic picture is reflected. 
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were estimated at US$65 million, or an earning rate of less than 10 percent on 
the investment. 

Brazil’s coffee production (registered for export) for the crop year 1953-5 
amounted to 56 percent of the total Latin American production, and of this 60 
percent was grown in this consular district (51 percent in the State of Sao 
Paulo). This product alone accounted for 61 percent (US$953 million) of 
Brazil’s total exports in 1954 exceeding by itself the export trade value of all 
the other Latin American Republics with the exception of Venezuela and Argen- 
tina. Cotton is next in importance as a source of foreign exchange for Brazil, 
exports of cotton accounting for 14 percent (US$218 million) of the value of 
Brazil’s total exports; 66 percent of Brazil’s total cotton production is grown in 
this consular district, largely in the State of Sao Paulo (59 percent). Coffee 
and cotton therefore accounted for 75 percent of the value of Brazil’s total exports 
in 1954 and of these 61 percent and 53 percent originated, respectively, in this 
consular district and in the State of Sao Paulo. 

Cotton likewise forms the basis for Brazil’s most important industry, textiles 
production, which is located largely in this consular district, and particularly 
in the State of Sao Paulo. Of the total cotton spindles located in the Latin 
American Republics, 51 percent are in Brazil, and of these some 45 percent are 
located in the State of Sao Paulo. 

The outstanding importance of Brazil in the total industrial and commercial 
activity of Latin America is reflected in the following relationships. Of the 
total electrical energy installed capacity, some 28 percent is located in Brazil, 
the 19 other Latin American Republics accounting for the remainder. Of the 
total automobile registrations in Latin America, Brazil accounts for about 23 
percent: of the total automotive tire production, for 45 percent; of the total 
railway mileage, for 27 percent; of the total cement production, for 23 percent. 
3razil’s outstanding importance as an iron and steel producer is reflected in the 
fact that of the total laminated steel products production in Latin America, 
Brazil accounts for 51 percent, Brazil’s share of the total Latin American iron- 
ore production being 31 percent. 

Crude oil refining is a new industry to Brazil, and with its 130,000 barrels 
daily refining capacity represents but 10 percent of the total Latin American 
petroleum refining capacity (excluding the Netherlands West Indies and Trini- 
dad). Nevertheless, it is exceeded only by Venezuela with over 460,000 barrels 
daily geared largely for export by Argentina with about 240,000 barrels daily 
and Mexico with around 235,000 barrels daily, the capacity of the latter 2 coun- 
tries being dedicated almost wholly to supplying their internal demand. bBrazil’s 
present demand for petroleum products of around 145,000 barrels daily repre- 
sents about 18 percent of the total Latin American consumption of petroleum 
products, and is exceeded only by the Argentine and Mexican consumption. 
3razil produces but around 3,000 barrels daily of crude petroleum, so that the 
bulk of the crude charged to its refineries, as well as its supply deficit of petro- 
leum products must be imported, which in 1954 amounted to around US$228 mil- 
lion or 14 percent of the value of its total imports. 












































B. Importance of the Sao Paulo Consular District within the Brazilian Economy * 

The importance of this consular district in Brazil’s industrial and commer 
cial activity is reflected in the fact that while it comprises but 28 percent of 
the total area and 29 percent of the population, it accounts for about 40 percent 
of the industrial establishment, employs 45 percent of the industrial workers, 
the value of its industrial production amounting to 53 percent of the Brazil total 
value. About 45 percent of the total Brazilian installed electrical energy capac- 
ity is located in this area, 40 percent of the automobile registrations, 34 percent of 
the railway mileage, 36 percent of the cement production, 25 percent of the steel 
and laminated products production, practically all of the automobile tire pro- 
duction, 45 percent of the cotton spindles, and 65 percent of the petroleum re- 
fining capacity (consuming 50 percent of the petroleum products), to mention 
but a few indicative industrial and commercial factors. 

Although this area contains only 24 percent of the Brazilian farms and 37 
percent of the total acreage cultivated, it accounts for 60 percent of the coffee 
and 66 percent of the cotton production, which constitute Brazil’s principal 









2Table -II, attached, entitled “Comparative Factors—Siio Paulo Consular 
Versus Total Brazil,”’ presents the data and relationships on which the 
is based. 
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exports (75 percent of the total value), cotton forming the. basis of Brazil's 
principal individual industrial activity, textiles manufactures, of which over 
half is located in this area. 

While only 11 percent of the cattle population is located in the State of Siio 
Paulo, it accounts for 47 percent of the total Brazilian cattle slaughter: Brazil 
ranks about third in the world after Argentina and Australia in per capita 
beef consumption, providing the nutritive energy for its rapid economic develop- 
ment, particularly in this area. 

Mention has already been made that this consular district accounts for 59 
percent of the value of Brazil’s exports and for 43 percent of the national income. 
The State budgetary expenditures in this area are about one-third (36 percent ) 
of the size of the Federal budgetary expenditures. At the same time, this area 
supplied 46 percent of the Federal income tax collections and 53 percent of the 
sales and consignment taxes, which together comprise around 72 percent of 
total Federal budgetary revenues. 

In keeping with its economic importance, about one-third of Brazil's total 
commercial banking operations are transacted in this ares, at the end of 1953 
acounting for 31 percent of the loans on current account, 32 percent of the 
mortgages, 36 percent of sight and time deposits, and 42 percent of the cash on 
hand in the banks. 

It is estimated that in this area are located about USS$600 millions of United 
States direct private capital investment, or about 60 percent of the total invested 
in Brazil which was estimated at US$1.0 billion at the end of 1954; this should 
be compared with the United States direct private capital investment in Brazil 
at the end of 1950 estimated at US$644 million, an increase over these 5 years 
of US$356 million, or an average annual net increase of about USS$70 million. 
The outstanding economic vitality of this area in the Brazilian economy is 
reflected in the current concentrated investment of new capital formation, na- 
tional and to a lesser extent foreign. Over the period January—June 1955 a 
total of CR$11.8 billion was invested in Brazilian industrial and commercial 
enterprises, and of this 50 percent was invested in the State of Sie Paulo alone. 

This area has matched with its educational activities and the extent of its 
information media its outstanding industrial and commercial achievements. 
About one-third of the primary, high school, and university enrollment is 
accounted for by this area. Of persons engaged in the liberal professions (e. g., 
doctors, lawyers, engineers) 42 percent reside in this area. It also accounts for 
about one-third of the individual newspapers and magazines published and 
telephones listed. It has almost half of the radio stations in Brazil and over 
40 percent of the individual radio ownership. While about 57 percent of the 
Brazilian population is classified as illiterate, in this consular district the per- 
centage of illiteracy is 46 percent, and in the State of Sio Paulo 41 percent. Of 
the total foreign population in Brazil in 1950 (last census) of about 1.1 million 
persons, 67 percent resided in this area (58 percent in the State of Sado Paulo). 

Within this consular district (and therefore in the total Brazilian economy ) 
the importance of the State of Sido Paulo in evidenced by the fact that while 
it comprises only 3 percent of the land area of Brazil and contains but 18 
percent of the population, respectively 10 percent and 62 percent of that of 
the total consular district, with but few exceptions it accounts for between 
80 to 90 percent of this area’s total economic and commercial activity. A few 
factors that might be indicated within this range are: Value of industrial pro- 
duction (88 percent), electric power potential (90 percent), motor-vehicle regis 
tration (SO percent), coffee production (65 percent), cotton production (89 per 
cent), budgetary expenditures (86 percent), contributions to Federal budgetary 
revenues of income tax (91 percent), and commercial bank deposits (S6 percent). 
Practically all the steel, cement, and textiles production is accounted for by the 
State of SAo Paulo, which also accounts for 94 percent of the petroleum products 
refining capacity. 

Since 38 percent of the population of this consular district is located in the 
large area of the other states (90 percent of the consular district area), 40 per- 
cent of the railway mileage stretches into these hinterland areas, which also 
account for 27 percent of the school enrollment in the area and 27 percent of 
the national income. The per capita income of the State of Pio Paulo was esti 
mated in 1953 at CR$11,500, which was 95 percent higher than that in the 
adjoining consular district areas of CR$5,900 per capita, and &2 percent higher 
than the national average of CR$6,300 per capita. 
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I. Comparative Latin-American economic factors 


LATIN AMERICA 
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Brazil as 
Sao Paulo nota) — Total percent 
consular te : ae Latin of total 
listri Brazil can Re- 
district America Latin 
publics America 
I) (11) (IIT) (lV (Vv 
1, Area, 1954 (millions of hectares 242. 1 851.6 | 1 1,148.6 2, 000. 2 13 
2. Population, 1954 (in millions 16.0 55.9 1 103.1 159. 0 5 
3. National income, 1953 (millions of US$) 5,378.0 | 12, 508.0 | 29,069.0 | 41, 577.0 i) 
Per capita, 1953 (US$) 536. 0 224.0 272.0 255.0 
4. Budgetary expenditures, 1953 (millions of US$) 2 920.0 1,614.0 | | 4,880.0 | ' 6,494.0 25 
5. Foreign trade, 1954 (millions of US$) 
Exports 918.0 1, 562. 0 6, 280. 0 7, 842.0 a) 
Imports 796. 0 1, 634. 0 5, 573.0 7, 207.0 23 
6. United States private capital investment, 1954 
(millions of US$) 3 600.0 1,000.0 | 45, 400.0 6, 400. 0 16 
7. Earnings on United States private capital invest- 
ment, 1952 (millions of US$) _- ( 65. 0 24.0 6 589. 0 11 
8. Electrical energy, installed capacity, 1954 (1,000 
kilowatts) 1, 266. 0 2. 805. 0 7,119.0 9, 912.0 2s 
9. Automotive registration (in thousands) 299. 0 650. 0 2,150.0 2 800. 0 2 
10. Railway mileage (kilometers) 12, 530.0 | 37,032.0 | 97, 968.0 3135,000. 0 4 
11. Laminated stee! products production, 1954 (1,000 
tons) 214.0 972. 0 1, 022. 0 1, 994.0 19 
12. Cement production, 1954 (1,000 tons) 703. 0 2. 448.0 8,118.0 | 10, 566.0 23 
13. Cotton spindles, 1954 (thousands of units) (7 3, 328.0 3, 235. 0 6, 563.0 51 
14. Automotive tire production, 1954 (1,000 units) 2. 000. 0 2. 689. 0 4, 689. 0 43 
15. Coffee production, 1953-54 (1,000 tons 1, 054. 0 850. 0 1, 894. 0 56 
16. Petroleum products refining capacity (1,000 
barrels daily) 1954-55 R5. 0 130.0  * 1,133.0 1, 263.0 10 
17. Iron ore production, 1953 (1,000 tons) 1, 878. 0 4. 213.0 6, 091.0 31 
i See the following table: 
1953 1953 1952 
95: G5: ada 
Area popula- | national budgetary 19o4 
t : expendl- | expor 
tion income 
tures 
Mexico----- 196. 9 26.3 5, 800 712 564 
Argentina - - - 280.9 17.6 8, 459 1, 557 1, ORS 
Colombia. ... 113.9 11.3 2, 722 346 44 
Venezuela 91.2 5.1 2, 416 729 1, 690 
15 other republics_- 465.7 42.8 &, 672 1, 536 2 207 
Total..... 1, 148. 6 103. 1 28, 069 4, 880) 6, 280 





2 Refers to state budgets, not a part of the Federal budget. 


Estimate. 
4 Venezuela $1.4 billion. 
Not available. 
® Venezuela $256 million. 
’ Comparable data not available. 


§ Excludes Netherlands West Indies with 640,000 barrels daily and Trinidad with 115,000 barrels da 


lly 


Sources: Estado Economico de America Latina, 1953-54, United Nations, Secretariat of the Economic 
Commission for Latin America; International Financial Statistics, International Monetary Fund; Un 


ted 
States Department of Commerce (on item No. 6) 
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[Sao yy iulo c 
1. Area (in thousands of square kilometers 
2. Population (in thousands): 
lotal (July 1953, estimate) - 
Foreign (1950 census 
Literacy (1950 census): 
Persons over 5 years old- 
Illiterates 
Percent of illiteracy 
3. Working population (1950 census, in thousands): 
(a) Agriculture, forestry, and animal hus- 
bandry 
(b) Extractive industries... 
(c) Transforming industries 
(d) Trade and commerce (including real 
estate, credit, insurance, etc.) 
(e) Services 
(f) Transport and communications 
g) Liberal professions : 
Doctors (in state capitals) - 
Lawyers (in state capitals) 
Engineers (in state capitals) 
(h) Social activities 
(i) Public, legislative, and judicial adminis- 
tration ate 
National defense and security (police, 
armed forces, etc.) 
(k) Housewives, students, ete 
l) Other miscellaneous employment 
m) Inactive employables 
Potal 
(a) As percent of total 
4. Industrial production, 1950 census (extra-active 
and transforming): 
Number of establishments analyzed (in 
thousands 
Number of workers occupied (in thousands) -. 
Size of working establishments (number of 
workers employed 
Value of production (millions of cruzeiros) 
5. Electric power potential (1,000 kilowatts) ther- 
mal and hydroelectric, 1954 
6. Motor vehicles, December 1953 (in thousands) 
Trucks registered 
7. Railway mileage (kilometers 
&. Industrial factors: 
Iron and steel production, 1953 (in thou- 
sands of tons 
Pig iron 
Steel 
Laminated products 
Cement, 1953 (in thousands of tons) 
Cotten spindles, 1954 (thousands of units) 
Petroleum products refining, 1955 (in thou- 
sands of barrels daily 
Petroleum products consumption, 1955 (in 
thousands of barrels per day) 
9. Agricultural factors 
Area cultivated (in thousands of hectares) 
Farms in Brazil (in thousand 
Average size of farm (in hectares 
10. Coffee production, 1954-55, registered for des- 
patch (in thousands of bags of 60 kil 
11, Cotton production, 1954-55 (in thousands of tons 
12. Cattle population (in thousands of head 
13. Cattle slaughter (in thousands of head 
14. National income. 1953 (in millions of cruzeiros 
Per capita (in thousands of eruzeiros 
15. Budgetary expenditures, 1954 (in millions of 
cruzelros 
16. Federal income tax collections, 1954 (in millions 


II. Comparative factors 
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See footnotes at end of table. 


(1) 


State 
of Sado 


Paulo 


247 
9, 837 
627 


7, 797 


3, 169 
41 


1, 449 
44 
801 


2, 804 
6 


452 


6, O88 
»”) 





11.5 


115, 057 
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(II) 


Séo Paulo 
consular 
district 











360 
514 


250 


3.9 
2.0 


10, 376 


34.3 

571 

17 
61, 321 





266 
209 
138 

12, 530 











AMERICA 


(III) 


Total, 
Brazil 


16, 


36, 5 


483 


2, 231 


, 074 


673 
697 
79 
10 
ll 


434 
261 


464 
17 


2, 976 


5S 


805 


650 
289 


7, 032 


SSO 


, 016 


S41 


2, 030 
, 328 


130 


145 





Sdo Paulo consular district versus total Brazil 


of Sao 
iulo 


Percent 


3 


15 
9 


36 


nsular district comprises the States of Sido Paulo, Parané, Santa Catarina, Goias and Mato 


Percentage of total 
Brazil 


aulo 
nsular 
district 


Perce nt 


28 


67 


26 
20 


43 


34 
31 
36 
42 
31 
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34 
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II. Comparative factors—Sdo Paulo consular district versus total Brazil—Con. 








ito cxsschejilecistaliitiltiiniiyiniasliistbite etisalat cert crete ahehtiavasititilieiiaitataenttasctindl sibasitimsnatninainalatls ee al 
| 
js (1) ap | (IIT) Percentage of total 
Brazil 
il | | thi dale cinders 
| State |Sfo Paulo } 
as | of So | consular eon State |S4o Paulo 
Paulo district of Sao | consular 
ulo | Paulo | district 
ir i — ——— a outtd an 
t 
ae 17. Federal sales and consignment taxes, 1954 (in | Percent | Percent 
millions of cruzeiros) provisioned -_.-- 8, 200 9,648 | 18,199 | 45 53 
nt 18, Commercial bank operations, Dec. 31, 1953 (in | | 
28 millions of cruzeiros): 
A CSR Eo oda Mee nc ccencacecceneecen | 8, 280 9, 568 22, 932 36 | 42 
29 Loans on current account---_.........-.------ 23, 714 27, 331 87, 840 27 | 31 
67 I ts cinch weit ctipihitn deg ene bbs ceeds 917 934 | 2,884 32 32 
Deposits, sight and time, | es 44, 903 52, 173 146, 098 31 36 
28 19, Foreign trade, 1954 (in millions of cruzeiros): 
23 | Exports....-- PSOtsice Lab sists deck Saxkttisal dl 13,321 | 16,866 | 28,676 46 | 59 
, a el is Nata na cae a -| 14,233 | 14,970 | 30,743 46 | 49 
20. United States private capital investment (in mil- | | 
lions of United States dollars) --_._- --| 7600 2 600 1, 000 60 60 
26 21. New capital fermation, national and foreign, | 
20 Januafy to June, 1955 (in millions ofcruzeiros)..| 5,942 |-- ‘ 11, 817 ae 
43 22. Roman catholics: 
Number --_- acne aia : 8,511 | 13,531 49, 096 17 | 28 
34 Percent of total population._.._..--__- sacncett 9 BS 85% OGG © Gece ina 2. adele are 
3] 23. Schools: 
36 Total enrollment (in thousands) - ___-- : 1,323 | 1,882 5, 854 23 32 
49 Primary enrollment (in thotisands) - - - 1, 033 1, 535 4, 951 21 31 
31 High school enrollment (in thousands) ------ 281 335 865 32 | 39 
35 College enrollment (in thousands) - _- 9 12 38 24 | 32 
25 Number of universities (absolute number) - 83 34 16 19 25 
34 24. Information media (1953): 
Newspapers ‘ aS 67 95 254 26 37 
20 Magazines. - ins 239 281 826 29 34 
Radio stations . 7 127 191 389 33 49 
21 Radio sets (in thousands) -- 4 baa 960 1, 230 3, 000 32 41 
27 Loudspeaker service ___ ses 836 993 1, 688 50 59 
23 Telephones (in thousands) - ai 168 187 521 32 36 
- 28 1 Refers to individual State budgets, not a part of the Federal budget. Inserted for comparative purposes 
only. 
? Estimated. 
3 University of Sio Paulo; University Mackenzie; Pontifica Universidade Catolica de Sio Paulo (as 
well as University of Parana, at Curitiba). 
38 
45 ExHisir F 
~ 3 THE COUNTRY IN BRIEF 
Government.—Under its latest constitution (September 18, 1946) Brazil is a 
48 federation of states, 1 Federal district, and 5 territories. Joao Cafe succeeded 
34 | Getulio Vargas as President in the summer of 1954 for the term ending January 
31, 1956. The two-chamber Congress is elected by compulsory suffrage under a 
| System of proportional representation. The ruling coalition consists of the 
ll i Social Democratic Party (PSD) and the National Democratic Union (UDN) 
36 ; with a combined total with about 57 percent of the seats. Opposition parties 
35 include the Republic Party, Brazilian Worker’s Party (PTB), and the Social 
. | Progressive Party (PSP). Although the Communist Party has been illegal since 
65 1947, it has had some success in electing sympathizers to governmental office 
as candidates of legal parties. 
0 People.—Brazil, the fourth largest country in the world, in area, is the only 
37 Latin American nation deriving its culture and language from Portugal. The 
24 population of Brazil is approximately 57 million, of which two-thirds are white. 
- About 95 percent of the population are of the Roman Catholic faith. Per capita 
60 gross national product is about $240 per year. This low figure reflects not so 
66 much a lack of resources as low ‘produe tivity per worker; and some causes for 
; this are deficient diet, poor health, and lack of training. Per capita income varies 
43 widely in different areas, being an estimated six times as large in Sao Paulo and 


southern Brazil as in the northeast. 

National economy.—aAgriculture, particularly coffee, is the basis of Brazil's 
economy, although its vast mineral resources are a potential source of wealth. 
16 Coal reserves are estimated at 5 billion tons. Other significant mineral resources 
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include bauxite, nickel, manganese, chromite, mercury, beryllium, and indus- 
trial diamonds. Brazil, the only satisfactory source in the world for high quality 
quartz crystals on a commercial scale, supplies 98 percent of the United States 
requirements for this product. Vast areas are devoted to livestock production. 
With a general shift of major coffee-producing areas to the southwest, and 
the development of additional crops like cotton, new land settlements of a 
character rivaling our own westward movement are underway. These factors 
largely account for the expansion of the total cropland area of the nation and 
for the presently broadening economic development of states like Sio Paulo, 
Parand, Santa Catarina, Goiis, and Rio Grande do Sul. 

Brazil is actively promoting industrial development but the emphasis on indus- 
trialization has been at the expense of agriculture and export trade. The greatly 
increased demand for imported industrial materials and equipment and for 
Petroleum products has weighed heavily upon foreign-exchange earnings. 

Brazil has had balance-of-payments difficulties for the past several years. A 
considerable proportion of a huge backlog of deferred comercial . payments 
was paid off in 1953 with the aid of a $300 million Export-Import Bank loan, and 
exchange was made available by additional import restrictions. Accordingly, 
foreign exchange reserves rose in 1953, but declining coffee exports in 1954 and 
1955 resulted in further external payments difficulties. q 

Brazil’s chief trading partner is the United States, which takes about 50 
percent of Brazil’s exports and provides about 40 percent of its imports. Brazil 
derives 60 to 75 percent of her export proceeds from coffee, with less important 
amounts from cotton, cacao beans, vegetable oils, wax, nuts, and mineral products. 
Chief imports are machinery, heavy equipment, and vehicles, petroleum and prod- 
ucts, chemicals and fertilizers, and wheat and flour. Most of the wheat and 
flour come from Argentina while the other items are of United States or British 
origin. 

Needs.—Foreign-exchange shortages and internal inflation are Brazil’s immedi- 
ate problems. More carefully managed exchange restrictions and tighter mone- 
tary policy can improve the short-run situation, but the long-run problem can be 
solved only by increased agricultural productivity with resultant lower produc- 
tion costs, and the development and diversification of industry. These devel- 
opments require the adoption of the best agricultural techniques, improved trans- 
portation facilities, adequate power, better health conditions and expanded pri- 
mary and technical education, coupled with sound financial and fiscal policies. 
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Exnisir H 
a 
DATA ON UNITED STATES: OPERATIONS MISSION 1 

I. United States mission : 
A. Ambassador, James Dunn, { 
B. Director, United: States: operations mission, William. B, Warne. ; 
C. Servicios : : 
1. Kseritorio-Teenico-de-Agricultura (agriculture) . ; 
2. Servicio Especial de Saude Publica (public health). 3 
4 


3. Comissao Brasileiro-Americana de Educacao Industrial (industrial 


education ). 
4. Comissao Americano-Brasileira de Educacao Rural, (rural educatiou ). 4 


D:. Organizations-under contract : 


> ? 4 








Contractor | Effective Amount Type of work ; 

| | z 

1. Michigan State College --..........---...-- | June 24, 1953 $194, 004 | Business administration, | 
| | Vargas Foundation. 3 

2. Public Administration Service of ones | June 29, 1953: | 100, 000°| Public Administration. i 
|.June 27, 1951 118,660 | Agriculture, Rural Univers- 3 


3. Purdue University -- cea ee wenmeeeeN 
ity of Minas Gerais. 





| ppacedbeveanelainanienaicacumaeremanies | 


EK. Number of mission personnel: 





Administra- | TA program 





Fotal tive funds funds i 
tisieleattielein nate cicleailen : ‘ 
Total as of Mar. 31, 1955- - --- waieenaisieensee 172 41 131 
1. Government personnel, total--- i 164 41 123 
(a) United-States-nationals.._........... ier ial 90 11 79 
(5) Foreign nationals --- Saeed kari ieee eels 74 30 44 
i; : s 0 s 


2. Contract personnel--- 


F. Date of point 4 agreement : 1950. 


II. FOA program objectives : 
A. Agriculture.—The basic agricultural objective is to increase crop and live- 


steck production and improve farm-to-market transportation, food storage, and 
marketing. Agricultural productivity has failed to keep pace with the growth 
of the population, and poor transportation from producing areas to consuming 
centers have led to shortages and high prices in the major cities. 

B. Health and sanitation.—The objectives are: Improvement of health, sani- 
tation, nutrition, and education of the great masses, so that they may become a 
more productive working force and enjoy a higher standard of living. 

C. Industry and mining.—The objective is the development of industries suit- 
able to Brazil’s raw materials, the skills of the people, and available markets. 

D. Other programs.—Other programs include education, transportation, public 
administration, and community development, social welfare, and housing. 

III. Net activity (as of March 31, 1955) : 


ean 0 rs am * 
ieceeetiitimmenmnan nies aa Nee A Sneha OLD Os yi es ik BEN a8 





{In thousands of dellars] 


Fiscal years 
! 


1952 1953 1954 1955 1956 













Technical cooperation: ns ; 
Program “ aes sake ainial mitigate 3, O12 3, 485 
Allotments -- ie ee Ha ea 2, 832 3, 602 1, 930 2. 683 
Obligations... -- : 2. 605 3, 155 2. 529 1, 814 
Expenditures. -- sah ube te 985 | 2,955 1, 731 1, 525 

Estimated host countr y contributions: 

‘ i 11,350 | 13,620 | 24,436 | 34, 120 39, 480 






Equivalent Unite d States dollars 
Cash for joint funds ai 


20, 503 23, 237 


F 
2 
= 















1 Not available. 
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IV. Program fields of activity : * 


[In thousands of dollars] 














; Fiseal ‘years 
{ Teehnieal cooperation mye bo Seen bn ta: oe A al i 
1955 1956 proposec 
j W5tactual | estimated | to Congress 
ae Setebaees ee SS bc nl tl Nil A dtl iin 
| 
Agriculture and natural resources__ SEN eee 519 994 1, 055 
Health and sanitation........._______- Pee OT tT oe 606 757 | 719 
Education. Vee as ccééa Vo dala Sie tele dea 403 392 691 
nee rare. cise, «casi ands be J0kb ddbcenddsaksed 184 250 | 303 
PrUmine MGMIINEFOCION. ... . oc ce cee cence ceccn ie 408 305 253 
3 Transportation. - eke 24 81 | 110 
j Labor _- : ! Jaane 5 68 | 62 
% General and community development_ : 45 75 196 
’ Other costs ata Rs Ree ie Na Rs ee 72 90 96 
: TO Ss ie ret iit eres ie ho a le OE ae Esa 2, 266 3,012 3, 485 
ee as ~ : J abt 
V. United States and IBRD capital: 
[In millions of dollars] 
Calendar years 
7 1950 1951 1952 1953 1954 
a — — a oe gee ES = — - - _ - ~ — —_— - - _ —— 
* Export-Import Bank disbursements____._____- ba peer eS 6 9 10 336 1 46 
; IBRD disbursements--_-- a hv edacdweadhas cies 22 29 20 s 232 
3h United States private investment (net): | 
= New direct investment --____.....--..-- ssn cali eae ace 20 | 92 125 st 
23 Reinvested subsidiary earnings -- --- : tena ; 36 | 67 85 Se eran 
7y ee —_ —_ - a - — a — _ — — Bs. ieee At — _ Pe — _ 
44 1 Undisbursed Export-Import Bank balance, Dec. 31, 1954, $125.6 million. 
3 2? Undisbursed IBRD balance, Dec. 31, 1954, $58.7 million. 
ExHIsIT I 
DEPARTMENT OF STATE, INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM—BRAZIL 
ve- Principal officers: James Clement Dunn, American Ambassador; John Michael 
" Vebber, public affairs officer ; Lawrence S. Morris, cultural affairs officer. 
vt 
ing AUTHORITY AND SCOPE 
ini- The Department’s educational exchange program with Brazil has been in 
ea operation since 1940. It is authorized under Public Law 355, 76th Congress, 
and is presently financed from dollar funds appropriated under authority of 
uit- Public Law 402, 80th Congress, the Smith-Mundt Act. Since 1950, 188 grants 
Ss. have been obligated for grants to Brazilians to come to the United States for 
blie educational purposes and for 30 citizens of the United States to go to Brazil. 
From fiscal year 1955 funds, $215,381 has been obligated for grants to Brazilians 
including 16 leaders, 10 specialists, 4 lecturers, 9 teachers, and 21 students; and 
to 4 lecturers and 2 students from the United States to go to Brazil. 
CONTRIBUTION 
. Official Government departments and the universities in Brazil are showing 
great interest in obtaining an increased scholarship and fellowship aid for 
1956 


Brazilians to study in the United States. Among the reasons for this is the shift 
in cultural focus, previously centered upon France and Italy, and now turned 

; 4 toward the United States. Another is the difficulty of the Brazilian currency 
3, #89 4 situation. 


-- _ 1 Adjustments in obligations subsequent to close of the fiscal year are not distributed by 
field of activity. 
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It has long been felt that the number of grants allocated under the educational 
exchange program has been unrealistic, considering the size and importance of 
this country. The exchange of labor leaders and exchanges in the field of the 
press—editors, commentators, and working press—is felt to be particularly 
urgent at this time. 

If an agreement now pending under the Agricultural Trade Development and 
Assistance Act is signed, it is possible that some Brazilian currency may become 
available to augment the educational exchange program. The program for 1956 
provides for 64 grants at a cost of $201,224. 

Presentation of cultural performances abroad under the President’s Emergency 
Fund for International Affairs: 

Porgy and Bess, in July 1955, at Rio de Janeiro and Sio Paulo. 

Ballet Theater, in October 1955, at Rio de Janeiro, Sio Paulo, Bahia, and 
Recife. 

Jose Limon, to November and December 1955, at Rio de Janeiro and Sio 
Paulo. 
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UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


THURSDAY, OCTOBER 13, 1955 


House or ReEpresENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Montevideo, Uruguay. 

The subcommittee met at 9:30 a. m. in the American Embassy, 
Montevideo, Uruguay, Representative Porter Hardy, Jr. (chairman 
of the subcommittee) presiding. 

Present: Representatives Porter Hardy, Jr. (presiding), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Also present: Hon. Dempster McIntosh, United States Ambassador 
to Uruguay; Wallace W. Stuart, counselor of embassy; Frank T. 
O’Brien, Director, United States Operations Mission ; Louis C. Nolan, 
economic counselor; John C. Brooks, political officer; James H. 
Webb, Jr., public affairs officer; Walter C. Young, administrative 
officer ; and Mrs. Ellen G. Johnson, disbursing officer. 

Subcommittee staff members present: Maurice J. Mountain, sub- 
committee counsel, and Walton Woods, staff investigator. 


STATEMENT OF HON. DEMPSTER McINTOSH, UNITED STATES AM- 
BASSADOR TO URUGUAY; ACCOMPANIED BY WALLACE W. 
STUART, COUNSELOR OF EMBASSY; FRANK T. 0’BRIEN, DIREC- 
TOR, UNITED STATES OPERATIONS MISSION; LOUIS C. NOLAN, 
ECONOMIC COUNSELOR; JOHN C. BROOKS, POLITICAL OFFICER; 
JAMES H. WEBB, JR., PUBLIC AFFAIRS OFFICER; WALTER C. 
YOUNG, ADMINISTRATIVE OFFICER; AND MRS. ELLEN G. JOHN- 
SON, DISBURSING OFFICER 


Mr. McInvrosu. My name is Dempster MeIntosh, American Am- 
bassador to Uruguay. 

First of all, I'd like to say, Mr. Hardy, we welcome you and your 
group here. I am sorry your stay is so short. 

Mr. Harpy. We share that regret, Mr. Ambassador. 

I think if it would be well for me to tell the rest of your folks 
here just exactly what we are concerned with and why we are down 
here. 

Ambassador McInrosn. Fine; if you will. 

Mr. Harpy. Our committee is a subsommittee of the Committee on 
Government Operations. We are charged with the specific duty by 
the Legislative Reorganization Act of examining the operations of 
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Government at all levels for the purpose of determining economy and 
efficiency. 

Specifically, our subcommittee has been assigned jurisdiction over 
the State Department and related agencies, both at home and over- 
seas. 

For a period of 7 or 8 months, our staff and the committee have 
been making a study of the operations of overseas personnel—State 
Department and related agencies—and we have held some hearings 
in Washington. 

We have observed the existence of some problems, particularly in 
the area of administration, and in order to try to give our overall 
study as complete a coverage and develop as good an understanding 
as we can of problems, we felt it desirable to get a trip to the field to 
see, first of all, what the impact on the personnel overseas is of what 
sometimes seemed to us to be more or less conflicting directives. 

We have wondered how it was possible to coordinate satisfactorily 
the many operations of which you have oversight. We hope that as 
a result of this trip we will be able to come up with some findings and 
conclusions, and make a report that will be constructive, and help, 
perhaps, in the solution of some of the problems of administration 
which overseas posts have. 

At the same time, we think it may be of service to the State Depart- 
ment generally, as well as to the individual agencies and personnel at 
overseas posts. That, in general, is our mission. 

Ambassador McInrosn. Well, all of us in this Embassy welcome 
your coming here, and I think it’s very necessary in your work to visit 
the various countries and look over the situation on the ground. 

If you hke, I will make a few observations about Uruguay. 

Mr. Harpy. I would appreciate it very much if you would. We 
want a picture. 

Ambassador McInrosn. The outstanding thing about Uruguay is 
it is a democracy, one of the very few in Latin America. It is a real 
democracy, with complete freedom. The people of Uruguay have a 

yassionate love of freedom and they tolerate no restrictions on their 
libert ies. 

Uruguay, due to its strategic location between Argentina and Brazil, 
and due to the fact it is a democracy, probably has more influence in 
Latin America than its size would indicate. They take quite a promi- 
nent position in the United Nations and UNESCO, and other inter- 
national organizations. 

Another thing which helps in that connection, probably, is that the 
Uruguayans in general are great speakers, and they try to sell this 
democracy to the world. 

The economy of Uruguay is largely agricultural, their principal 
products being wool, wheat, and meat—wool accounting for about 60 
percent of their exports. 

The people are of European stock; there are practically no Negroes 
or Indians. About 40 percent are of Spanish descent, 40 percent 
Italian, and the rest of mixed European origin. 

Uruguay has an outstanding educational system, with completely 
free education, right through the university, open to everyone. They 
have complete religious freedom, separation of church and state. The 
people are predominantly Catholic, but all religions are free, without 
restriction. 
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The system of government is unusual. It was founded by a man 
named Jose Batlle y Ordonez, about 50: year ago. It is whst we 
would call in the States a “socialistic form of government.” The 
executive authority is divided among 9 men, the nine-man national 
council, with 1 of them acting as President for protocol only with no 
more authority than the others. 

The legislative branch has a senate and house of deputies. The con- 
stitution is modeled after the Constitution of the United States. It is, 
basically, a two-party political system. The main parties are the 
Colorados and the Blancos, the Reds and the Whites—but these two 
major parties are divided into many listas. The lista 15 is in power 
at present. Lista 15 is represented by the President of Uruguay. 
The other big lista in this Colorado Party is lista 14. 

One of the problems at the present time is the difference between 
these two listas. Under the Uruguayan system of government, the 
minority party gets a certain number of seats in the executive branch 
of the Government. It is as if the Republicans were to win the 
national election, and the Cabinet would be composed of a certain 
number of Republicans and Democrats. 

So here, although the Colorados have won, they have 6 seats in the 
national council, and the Blancos have 3 seats. This nine-man coun- 
cil, executive council, is modeled after the Swiss system. I would say 
it is somewhat as if in General Motors you had nine vice presidents 
acting as the operating council, or the board. 

(Discussion off the record.) 

Ambassador McInrosu. The economic situation at the present time 
is very unfavorable. Over a period of 50 years they have done very 
well in Uruguay, with a hishen standard of living, probably, than 
any other country in Latin America. This is basically a middle-class 
country, one of the very few in Latin America. The wages are high, 
and the country is dominated by the working middle class. They re- 
ceive tremendous social-security benefits, higher than any other coun- 
try in the world. 

In addition to free education, they have pensions after 30 years of 
work. They have been able to do that because of the high prices they 
received for their wool and other products. It works out all right 
in periods of prosperity, but right now the prices of their products in 
the world market have dropped, resulting in reduced exports and con- 
siderable unemployment. Thus, with the high cost of these services, 
and their low production, especially in meat—they have a shortage of 
cattle at this time—the situation has become unfavorable, and the 
Government is finding great difficulty in meeting their expenses and 
keeping up the present standard of living for the people. 

Uruguay is seeking loans from the International Bank, and the 
Export-Import Bank. Uruguay has never received any grants, never 
asked for any, and they are not seeking such things; but they are 
seeking commercial loans, and I understand that the International 
Bank is considering granting Uruguay a loan of about $8 million 
for agricultural improvement. 

Another loan is being sought for the rehabilitation of the railways, 
which are Government-owned, and a further loan for a large electric 
powerplant. In the past, the International Bank or the Export- 
Import Bank has Laide a number of loans here. In fact, the Inter- 
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national Bank, just put through a loan a few weeks ago of about 
$5 million for’ thermal unit for the power company. 

Their. financial standing is very good. Their bonds sell in New 
York ‘at. about.90 or 100. Their currency possibly has the highest 
gold backing in Latin America, if not in the world. Their record 
- “hig good, but right now the economic situation is quite unfavor- 
able. 

The relations. with the United States have always been very 
friendly, and they continue to be that, fortunately. 

Unfortunately, our purchases of Uruguayan products, particularly 
wool, have seriously declined, and our position is rather unfavorable, 
particularly with regard to England, since we have a duty of 25 
cents a pound on wool, which England admits duty free. 

About 3 years.ago we imposed a countervailing duty of 18 percent 
on wool tops. 

Mr. Harpy. That was in addition to the regular duty? 

Ambassador McInvosu. That has been reduced since to 6 percent, 
but due to that duty and their high costs here, their exports of wool 
tops to the United States ceased entirely, which has created a certain 
amount of irritation here. 

The President of Uruguay is going to make a state visit to Wash- 
ington December 6 and 7. I am going to be up there to accompany 
him from New York to Washington. 

That is about the review of the situation in Uruguay. 

I might touch upon relations with the Argentine. 

Uruguay and Argentina are both implanted by what they call Rio 
Platense—people of the same stock. Relations were always very 
friendly. About 200,000 Uruguayans live in Argentina, and many 
thousands of Argentines live here, but with the coming into power of 
Peron, many of his enemies moved to Uruguay and here conducted 
the campaign against him through the press. So Peron didn’t like 
that, and relations became quite strained. 

The overthrow of Peron was greeted with tremendous enthusiasm 
here, and it. is hoped that relations will now become much closer, 
and trade will resume between the two countries, which would be very 
helpful to Uruguay. 

Mr. Harpy. During Peron’s administration, did trade between Uru- 
guay and Argentina drop off ? 

Ambassador McIntosu. It practically stopped. Peron not only 
stopped the trade but he also stopped the travel between the two coun- 
tries. He imposed travel restrictions, so it was very difficult for any 
Argentine to visit Uruguay. They would go to Brazil and come back, 
and stop in Uruguay on their return. 

Mr. Harpy. Mr. Seclsesiion we certainly do appreciate that over- 
all discussion on the situation here. It helps our understanding of the 
situation. 

Ambassador McInrosu. The American Government organization 
in Uruguay consists of the Embassy, with a staff of 28 Americans 
and 22 locals; the USIS, with a staff of 4 Americans and 24 locals; 
the ICA—point 4 program, headed by Mr. O’Brien, with an American 
staff of 7 and 10 locals; our Air mission, head by Colonel Mitterling, 
with 5 officers and a group of enlisted men; that is about all. 

Mr. Harpy. What does that make the total of United States per- 
sonnel ? 
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Ambassador McINntrosn. Well, then, we have three attachés—Colo- 
nel Benson of the Army, Captain Hoffman of the Navy, and Colonel 
Griffin, Air; our total American personnel here is about 52, including 
all the various agencies. 

Mr. Harpy. Including military missions? 

Ambassador McInrosu. Yes, sir. 

Relations between the Government agencies, I think, are very cor- 
dial and it is a very closely knit group. We haven’t had any coordi- 
nating problems, as I believe they may have had some place else. We 
all acl together as one team, and our relations have been very good 
indeed. 

Mr. Harpy. That’s fine. 

Ambassador McInrosH. You might be interested in the operating 
budget of the Embassy for 1955. It is $116,000. The buildings we 
have here are alomst all rented. The only Government-owned build- 
ing is the Embassy residence, which is a very attractive house. 

And, if you have time after the press conference, my wife and I 
would like very much if you could drop in. 

Mr. Harpy. I hope we may have time to do that. 

Ambassador McIntosu. The offices here are rented. The Embassy 
has two floors, then the attachés are in the same building, with a dif. 
ferent entrance. The Air mission has a separate office, and the point 
4 program has a separate rented office in another building. 

Then we have the library in a separate building. 

Mr. Harpy. Does that work out satisfactorily? Or should we do 
more construction here? 

Ambassador McInrosu. I think we should have our own Embassy 
office building. ‘These quarters here are in a very good location, but 
they are unsuitable otherwise. This office—mine is very attractive, but 
the others are very poor, and we have no storage facilities. We are 
split up—various agencies in different locations. 

I think it would be very desirable to have our own building; there 
might be a possibility of our being able to get the land here if we 
would agreed to put up a building. 

(Discussion off the record. ) 

Mr. Harpy. The teamwork here among the different groups is most 
gratifying, and that isn’t always true. I’m glad to learn that that is 
the situation here. I know that relieves a lot of the headaches you 
otherwise would have. 

But I have been wondering how the ICA staff is geared in with your 
staff, whether or not there 1s coordination or integration of the eco- 
nomic staff of the Embassy with the ICA group. Could we get a little 
indication of how that functions? 

Ambassador McInrosu. The ICA, at present, is physically located 
in a different building. Under the new setup, the operations will be 
more closely integrated with the Embassy. I think that is a construc- 
tive step. 

Mr. Harpy. How many people do you have on your Embassy staff 
that are operating in the field of economics? 

Ambassador McInrosn. At present we just have one man. One 
American, our economic attaché, Louis Nolan. We formerly had three 
Americans; our staff was reduced 2 years ago. Now we are being 
assigned another officer in that section. 
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T think that in Uruguay, where our activities are not very great, 
integrating the point 4 organization into the Embassy is very feasible 
and would work out very well. 

(Discussion off the record.) 

Mr. Harpy. This integration that you talk about, of point 4 with 
the Embassy, would that imply the performance by the same people of 
the economic. functions of the Embassy, and economic aspects of the 
point 4 program ? 

Ambassador McInrosn. I personally feel that the point 4 program 
should be a department of the Embassy, in that the director of the 
point 4 program should report directly to the Ambassador. I think 
that the economic counselor should be kept in touch with the point 4 
activities, as should, also, of course, the counselor of Embassy. But 
I don’t feel that the economic counselor should be the general manager 
of the point 4 activities; I think that should be a separate man. 

My thoughts about the point 4 activities are that we should only 
give technical assistance at are it is asked for. Secondly, we should 
only give it for a constructive purpose that will redound to the benefit 
of the economy of the country. Thirdly, we shouldn’t give it where it 
could be obtained from private sources. Fourthly, I don’t think any 
of our technical assistance activities should duplicate the technical 
assistance they have already from the United Nations. 

Mr. Harpy. That is another aspect we need to explore. The point 4 
program here is relatively small. 

Ambassador McInrosu. That’s right. 

Mr. Harpy. But you made an observation a moment ago that you 
thought we ought to have a technical assistance program only where it 
is asked for by the Uruguayan Government. We have quite a discus- 
sion of that particular phase of the development of the program else- 
where. It was made rather clear that every program, before it is given 
much consideration, has to be officially requested by the host gov- 
ernment. 

I would assume from your comments a moment ago that, although 
technically the request must come from the Uruguayan Government, 
in this case our people might be considering certain things that are 
desirable, based on their economic studies that are made in the coun- 
try. Isthat a fair statement ? 

Ambassador McINntosu. Yes. Although I think in Uruguay we 
haven’t tried to sell the Uruguayan Government on their need for any 
specific assistance. 

Mr. Harpy. I carefully avoided suggesting that we stimulate the 
request. 

Ambassador McIntosn. I personally feel, aside from that being the 
Government policy, that we shouldn’t stimulate any requests, and 
that we should only give technical assistance where it is definitely 
not only asked for but obviously needed. 

Mr. Harpy. Yes. But that need would be determined pretty largely 
by the economic explorations made by your Embassy economic people 
and. by the point 4 people; is that right ? 

Ambassador McIntosu. Yes. fF think our point 4 people and the 
Embassy do intelligently work out a program; they need to study 
the economy of the country and its needs, especially in the industrial 
productivity field. 
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I personally happen to believe that industrial technical assistance 
should be given by private companies. I think that if a concern In 
Uruguay wants to go into the refrigeration business, they should make 
a technical assistance contract with some American refrigerator man- 
ufacturer. ‘ 7 

If Uruguay needs assistance in connection with the production of 
agricultural chemicals, they should enter into arrangements with an 
American manufacturer in that field. ; 

Mr. Harpy. In other words, you would recommend direct relation- 
ships between the Uruguayan Government and the individual Amert- 

“an companies 4 i. 

Ambassador McInrosu. Between Uruguayan industries and indi- 
vidual American industries. It happens, as you indicated, that the 
Uruguayan Government is in many industries itself. For example, 
in the oil refinery business. They have a monopoly. I think that if 
that monopoly—called ANCAP—wants technical assistance In con- 
nection with oil refining, they should make a technical assistance con- 
tract with some American oil company. 

Mr. Harpy. Maybe they don’t know that they need technical assist- 
ance unless our people sort of help them figure that out. 

Ambassador McIntosu. I think they do, and actually ANCAP 
sends its technical men to the United States frequently, and they work 
very closely with some of the American oil companies. For example, 
in refrigeration one of the leading refrigerator manufacturers here 
has contracted with two American refrigerator companies. In other 
fields you have the same thing, so that the larger Uruguayan manufac- 
turers know that they can get technical assistance from companies in 
the States, and in many cases they are doing that. 

So I don’t personally feel that our Government, through the point 
4 program, should give technical assistance to individual Uruguayan 
manufacturers except, possibly, the small ones. I think it is far better 
for them to get that themselves from American manufacturers. 

Mr. Harpy. Let’s go back for a moment to this question of the tie-in 
between ICA personnel and the economic personnel of the Embassy 
staff. Is there virtually complete availability to ICA of all of the 
reports and data assembled by your Embassy staff ? 

Ambassador McInvrosn. Yes, sir, there is, except that there is only 
one complication there; a lot of our information is classified and can- 
not be taken out of the Embassy files and taken over to the ICA offices: 
so that it is necessary for the head of the ICA to come over here and 
look the papers over in our office. He isn’t able to take out copies. 

Just from that one little point of view alone, it would be far more 
efficient if the ICA offices were in the Embassy premises. 

Mr. Harpy. Is that the only problem that is involved in this inter- 
change of information? The physical location ? 

Ambassador McInrosu. Yes, I think it is fair to say that that is 
the only problem here. The head of ICA activities here has worked 
with me very closely, just as any officer of the Embassy proper, and 
he keeps me fully informed regarding all ICA activities. 

Mr. Harpy. In that connection, might I explore one other item. 

In connection with the ICA activities, there was, I believe, recom- 
mended a program for industry and mining, for fiscal year 1956. 
Ambassador McInrosn. Industry and mining? : 

Mr. Harpy. Wasn’t that the way it was shown? 
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Mr. Mountain. Yes, sir; it is shown that way in the document we 
obtained from Washington. 

Ambassador McIntosn. I think that should be industrial produc- 
tivity. Perhaps Mr. O’Brien can tell us. 

Mr. O’Brien. The proposed program is for a cooperative service 
in industrial productivity. It falls under the classification of industry 
and mining. 

Mr. Harpy. What is the status of that program as of now? 

Ambassador McIntosu. Mr. O’Brien, will you comment directly 
on that? ; 

Mr. O’Brien. Mr. Congressman, the matter of negotiation of the 
agreement for this cooperative service extended over a period of about 
a year. In May of this year the agreement was signed by Mr. Mc- 
Intosh, the Minister of Foreign Affairs, the Minister of Industry and 
Labor, and by myself. 

It has since been sent by the Foreign Office to the council and to the 
legislative branch of the Government, where it is now pending ratifi- 
cation before it is implemented. I understand that on the radio last 
night Mr. Moreno indicated he would press for ratification this week. 

Mr. Harpy. So insofar as we are concerned, all action by United 
States representatives is complete ? 

Mr. O’Brien. Yes, sir. 

Mr. Harpy. If I might switch over just a little bit—I’d like to ask, 
Mr. Ambassador, whether there is a good tie-in between USIS and 
ICA? ; 

Ambassador McInrosu. Yes. USIS works, I would say, even more 
closely with the Embassy because they are located in the same office 
with the Embassy proper, and Mr. Webb, who is presently public 
affairs officer here, heading up the USIS activities, works extremely 
closely with me and keeps me informed regarding every phase of 
their activities here. 

Mr. Harpy. Is the work of the ICA providing a source of material 
for USIS activities in Uruguay ? 

Ambassador McIntosu. I think perhaps it would be good if Mr. 
Webb commented on that. 

Mr. Wess. That is true. We work very closely with ICA and 
endeavor to cover all their developments, and so on, and in the ex- 
change of personnel we work very closely with them—attend meet- 
ings, etc., determine areas in which we can cooperate, and work indi- 
vidually better; their scholarships, invitations, etc. 

Mr. Harpy. How extensive is your information program in the 
local press, radio and so on, with respect to ICA activities? 

Mr. Wess. I would not say it constitutes a very large percentage of 
our subject matter, but whatever there is to cover, we do. Whatever 
in the way of development of new programs, arrival of individuals, 
and so forth. 

Mr. Harpy. I doubt whether there is an awareness of your ICA pro- 
grams and their objectives on the part of local American business 
oeople. 

Mr. Wess. I never have heard that subject mentioned. Never had 
any occasion to test it out. My own opinion is that it is well known. 

Mr. Harpy. I raised that question because in a meeting we had the 
other day with a chamber of commerce director in Rio, they expressed 
the feeling they were not kept well informed of ICA activities and 
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further expressed the feeling that if they were, they might be able 
to be of some assistance or help in the overall information program. 

Ambassador McIntosn. I’d like to comment on that. I think, here 
in Uruguay, the American business community is quite well informed 
regarding ICA activities. For one thing, the whole American colony 
here is rather small and closely knit, and all of us in the Embassy 
are more or less intimate friends with the entire American business 
group. In my own case, having been a businessman myself, I am 
interested in business, go I spend a great deal of my time with the 
American businessmen here. I think it is fair to say the American 
business group are very well informed regarding all the Embassy 
activities and particularly ICA. 

Mr. Harpy. One other question in connection with USIS activities. 
I know that the work of the Air mission probably involves, for the 
most part, effort that cannot be publicized a great deal; but 1 wonder 
whether there is occasional interchange of information that can be 
used in your work. Do you get frequently information from the Air 
mission that can be used to advantage ? 

Mr. Wess. Yes, sir; very definitely. In the field of their invita- 
tions of local Air Force officers to go to the training school] in Panama, 
and whenever a special plane arrives, for example, something that has 
publicity value, we cover that. The day-to-day operations of the 
mission, no; but whenever there is something of news value we cover it. 

Ambassador McIntosu. For example, Uruguay recently purchased 
2 helicopters from the United States and 1 of those helicopters rescued 
4 people in a heavy flood which occurred here recently. I think about 
20 lives were lost in a bus which couldn’t get across this river, and 
at that time people in that area were marooned in trees, and this heli- 
copter, which had just arrived with an American instructor, Captain 
Christy, rescued 4 people. We received tremendous publicity for 
that. Captain Christy was decorated and we publicized it ourselves. 

Mr. Meaper. Ambassador McIntosh, I was interested in the indus- 
trial activities of the Government. Does the Government itself oper- 
ate all utilities such as power, communications, railroads ? 

Ambassador McInrosu. The Government of Uruguay operates all 
the utilities except the gas. For some reason they have left the 
English gas company undisturbed by the Government operations, but 
the Government operates the electric power, telephones, railways, and 
all other utilities. In addition, the Government has a monopoly in 
the oil-refining field. They are building a cement factory. They 
have an insurance monopoly—no private insurance companies are 
permitted to operate here. 

Mr. Meapver. Banking? 

Ambassador McIntosu. No; private banks are allowed to operate, 
but the Government bank competes with them, since it is both a bank 
of issue and a commercial bank. In general, the Government of 
Uruguay treats foreign investments very fairly, and the foreign com- 
panies operating here are treated just the same as Uruguayan com- 
panies. There is no discrimination against them. 

Mr. Meaper. I understand the Government also has a monopoly on 
meat for the city of Montevideo. Isthat true? 

Ambassador McIntosu. Thanks. I omitted to mention that one 
Government operation, which is one of their biggest. That is called 
Frigorifico Nacional. It means “packing plant national.” That Gov- 
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ernment packing plant has a monopoly to supply meat to the city 
of Montevideo, which is about one-third of the population of Uruguay. 
In the other parts of the country there are local packing plants which 
take care of the public’s needs for meat, so that the American frigo- 
rificos and the one English frigorifico are confined to export. Just 
now the Government is trying to pass a measure permitting the foreign 
frigorifico companies to supply at least mutton to the Uruguayan 
public. Our biggest economic problem in the Embassy has been the 
situation with the American packing plants, Armour and Swift. 
They have been established here for a number of years and have 
operated with a reasonable profit until the last few years. During 
the past 3 or 4 years their situation has become increasingly difficult, 
due largely to the fact that there are not enough cattle available for 
both export and domestic needs. 

Mr. Meaper. Are these developments in oil and cement of recent 
origin ? 

Ambassador McIntosu. No. ANCAP, the Government organiza- 
tion which has the monopoly in the field of oil and spirits—they have 
had an-oil refinery here for quite a number of years, but in that con- 
nection, the American oil companies, including Esso, Texaco, Atlantic 
Refining, and others, as well as the British Shell, operate freely as far 
as local sale of the product is concerned ; but they must purchase all 
products through ANCAP, except certain types of lubricating oil they 
are permitted to import. 

Mr. Meaper. Is there no oil produced in Uruguay ? 

Ambassador McInrosu. No. One of the largest American in- 
vestments here is in the Lone Star Cement Co., who have a large 
factory, producing 95 percent of the cement used in Uruguay. This 
factory has been working around the clock, 24 hours a day, for many 
years. Their entire output is sold. They are unable to keep up with 
the demand for cement; so, prompted by that, ANCAP is building a 
cement factory, but in my opinion, this Government factory will not 
hurt Lone Star for some years to come, because of the increasing de- 
mand for cement. 

Mr. Mraper. That is a new field for the Government ? 

Ambassador McIntosu. That is a new venture on the part of 
ANCAP. In fact, it isn’t in production yet. 

Mr. Meaper. Are these industrial operations successful—the Gov- 
ernment’s industrial operations—or do they lose money ? 

Mr. McInrosu. Unfortunately, nearly all the Government opera’ 
tions lose money continuously. The railways are very unprofitable 
and show heavy, continuous losses, and that is also true of the Frigeri- 
fico Nacional. So Governrhent ownership, in my opinion, is becom- 
ing less popular here than it was. 

Mr. Meaprr. Is there any sentiment for divesting the Government 
of some of these activities ? 

Ambassador McIntosu. Yes. 

Mr. Meaper. Could I get more detail on the proposed industrial 
productivity projects of the ICA ? 

Ambassador McInrosu. Would you like me to comment, or Mr. 
O’Brien ? 

Mr. Meaper. Both. 

Ambassador McInrosu. I personally feel that industrial technical 
assistance should preferably be given by private American companies. 
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I think that the ICA technical assistance program should be largely 
to Government organizations here, or these very small imdustries 
which are not mn a “position to make contracts with large American 
countries. I personally don’t feel that there is any oreat demand on 
the part of Uruguay for technical assistance. Our ICA technical as- 
sistance program is supposed to be for small industries and I think 
it should be confined to such industries and to Government organi- 
zations. 

Mr. Meapver. Because the Uruguayan Government is in industry 
so extensively, the question I had in mind was whether or not this 
industrial productivity project proposed by ICA is aimed at making 
the Government operations in the industrial field more efficient and 
more successful and, therefore, tends to perpetuate the socialistic sys- 
tem they have here. 

Ambassador McIntosu. No, I wouldn’t say that is our aim. I per- 
sonally have very strongly opposed Government ownership of indus- 
tries. I don’t person: ally’ feel that we should encourage foreign gov- 
ernments to go into industry, so from that point of view, possibly, our 
giving the Government technical assistance is not wise. I’d like 
Mr. O’Brien to continue on that. 

Mr. O’Brien. Gentlemen, I see eye to eye with Ambassador MeIn- 
tosh on this problem. The matter of industrial productivity, and 
the desire of assistance from the United States, developed before I ar- 
rived here. However, there is a great deal of admiration in this 
country for the type of technical know-how which we have in industr Vv 
in the United States. The agreement itself calls for assistance only 
to small and medium industries. The thought is, in that way, better 
labor conditions and better utilization of products which can be made 
locally can be developed. 

_ That is the purpose of this industrial productivity cooperative serv- 
ice 

Mr. Mraper. How much is it expected to cost ? 

Mr. O’Brien. The plan is that for a period of 5 years the United 
States will commence with a $50,000 contribution, and with a $75,000 
contribution on the part of U ruguay. We will bring in, either by 
contract or otherwise, experts in the problems of attacking produc- 
tion problems within the smaller or medium-sized private industries 
of the country. 

Mr. Meapor. It is not designed to benefit Government-owned indus- 
tries / 

Mr. O’Brien. Not particularly. It would be helpful if they did. 

Mr. Harpy. In any republican form of government, there is in- 
evitably an element of socialistic operations. Back home we some- 
times say that the operation of a navy yard by the Government is 
socialistic. Frankly, I have difficulty subscribing to that theory: 
but, nevertheless, there is any number of activities of Government 
which do have some socialistic aspects. Wouldn’t we be in an awful 
situation, if there is a need for technical assistance, and we have a con- 
tract for technical assistance and say, “We'll provide it, but not for 
government use.” We're saying, in effect, “You’ve got to operate 
your government the way we think you ought to operate it, not the 
way you want to.” 

I’m sure you don’t want to have any condition of that kind. 
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Ambassador McInrosu. We couldn’t refuse technical assistance to 
a Government operation if we were providing it for private opera- 
tions. But, actually, here the Government industrial organizations 
have not asked us for technical assistance. 

Mr. O’Brien. For training purposes. 

Ambassador McIntosu. Yes, that is—for example, the railways 
have not asked for assistance, nor has Frigerifico Nacional. 

We have been asked, for example, for assistance in the field of pub- 
lic health more than anywhere else. In fact, the largest and most 
important ICA activity here is the public health program. Even last 
night the Minister of Public Health spoke to me and told me how 
desperately they need the man about whom they have spoken to us, 
to give them administrative help in the public health field. 

Mr. Meaper. Could I get the total ICA budget in Uruguay for the 
past year, and proposed budget ? 

Mr. O’BrieN. For last year, it was approximately $400,000, of which 
a little over $200,000 was spent. The reason for the difference is we 
anticipated the commencement of the industrial productivity service 
and it did not materialize. For this year, it is expected the budget 
will be somewhat increased, possibly to $500,000, in anticipation of this 
industrial activity. However, we will not take any firm steps on that 
until the agreement has been ratified. 

May I add one point which Mr. McIntosh may not have made clear: 
No activity is carried on in this country without specific written request 
of the Government. That is the case in all four activities in which we 
are involved. 

With reference to publicity: During February and March of this 
year—actually commencing in January—there was one of the most vio- 
lent outbreaks of polio this country ever suffered. Fortunately, be- 
cause of the contact our Public Health Service has had over the past 10 
years, we were able to contact various parts of the country, and with 
the assistance of a United States expert, Mr. Alexis Shelikoff, and some 
new iron lungs, we were able to give genuine, well-recognized, and well- 
appreciated technical assistance in that field. I think probably there 
has never been so much publicity on one subject as was received by the 
United States for that aid. 

It was all voluntary publicity. 

Ambassador McIntos#. That is true. I think our help at the time 
of the polio epidemic was appreciated very much. 

Mr. Mountrarn. Mr. O’Brien, you are the ICA chief here ? 

Mr. O’Brten, Yes. 

Mr. Mountatn. How long have you been here? 

Mr. O’Brten. I came in August 1954—early August. 

Mr. Mountarn. Can you tell us how long the ICA program has been 
going in Uruguay under the various predecessor names ? 

Mr. O’Brien. Yes; approximately 11 years. We prepared a de- 
tailed report on that, on the activity of the ICA over a period of time, 
which you have. 

Mr. Mounratrn. I believe it shows that the health program was the 
basic program, started in 1943? 

Mr. O’Brien. Yes. 

Mr. Mounra1n. Is that program still operating? 
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Mr. O’Brien. It is, to this extent: The servicio itself has been ter- 
minated as of June 30,1955. The plan for the future is to provide the 
Minister of Public Health with such technical assistance and advice 
as he desires in continuing the operation of the six health centers which 
were established during the period of time the servicio was in activity. 

Also, in assisting him in extending those operations into other de- 
partments of the country in Uruguay. 

There is, in addition, the proposal that a sum of money be made 
available from time to time for the purchase of equipment for the use 
of demonstration and other operations in this connection. The pur- 
chase is to be made in the United States. 

Mr. Mounrtatn. This health servicio had been working approxi- 
mately for 12 years / 

Mr. O’Brien. Yes, sir. 

Mr. Mountain. On whose initiative was it closed out ? 

Mr. O’Brien. In November of last year, shortly after I came here, 
and shortly after a new Chief of Field Party of Health and Sanitation 
was sent here, a seminar was held which had been planned probably 
6 months earlier, joined in by members of the servicio, representatives 
of the Ministry, and other Government agencies interested in public 
health. The conclusion of that seminar, which extended for about a 
month, was that the time had come when Uruguay could absorb the 
activities of this servicio. 

I would say it was by joint action that the servicio was brought to a 
termination—by joint agreement. 

Does that answer your question, sir? 

' Mr. Mountarn. Yes; I think it does. 

The point we are interested in was whether or not in this servicio 
we have been, for a number of years, maintaining in part actual 
governmental operations of the Uruguayan Government, as opposed to 
giving them technical assistance and stimulating the development of 
such an agency. 

Mr. O’Brren. The servicio, as such, was attached to the Ministry 
of Public Health. But it was operated as a joint operation—United 
States and Uruguayan technicians operating in an effort to bring 
about greater utilization of time of both parties. The hours, for 
instance, were from 8 a. m., to 6 p. m.—not merely half-days as most 
of the Government operations are in this country—and we believe 
that this present Ministry of Public Health will continue that type of 
operation full time. 

Mr. Mounrarn. I think the point of our question, Mr. O’Brien, was 
the question of funds being supplied by the United States Govern- 
ment to subsidize an integral part of another government’s opera- 
tions. 

Mr. O’Brien. At the outset, the United States, of course, provided 
substantially most of the funds. Over the period of time it developed 
that Uruguay was providing five times as much as we were toward the 
close of the operation. 

Mr. Mountain. What was the magnitude of the funds? 

Mr. O’Brien. The total operations, over the 11-year period, approx- 
imated $3 million, of which Uruguay put up approximately one-half 
over the entire period. But the percentage over the years changed. 
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At the outset, the United States was contributing more; at the end, 
approximately one-fifth. 

Mr. Brooks. I just wanted to comment that from my own reaction 
it seems to be a healthy thing when something we have started over 
a period of time—the shifting of funds, and gradually the country 

takes over, leaving point 4, in this case, as a technical adviser and no 
longer an operator. That isa very healthy thing. 

Mr. Mounrarn. I believe we understand that, Mr. Brooks, to be 
the designed procedure from the beginning. Our question is, to what 
extent that design is accomplished early but recognized late? 

Are there other servicios operating in this country ? 

Mr. O’Brien. No others. There was a type of technical assistance 
to the Uruguayan Government which extended over a period of ap- 
proximately 10 years in industrial safety. It was initiated by a 
request by the State Insurance Bank for United States assistance 
during the war. Technicians were sent here at that time at the 
bank’s expense. Subsequently, another one was sent, on two occasions, 
at United States expense. His work has also been completed, and as of 
the 30th of June that activity was terminated, and I believe satis- 
factorily to the Uruguayan Government, and certainly to us. By “us 
I mean Mr. McIntosh and myself. 

Mr. Mounratin. Mr. O’Brien, we obtained, from ICA Washington 
a program comparison sheet for the fiscal year 1956 program plan for 
Uruguay. It shows that for the most part the program for fiscal year 
1955 remains largely unliquidated. The obligations established under 
that program are still unliquidated, as are some from previous years. 
Can you give us a brief statement as to the causes for this? 

(The document referred to follows: ) 
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Mr. O’Brien. Yes, sir; I have prepared a memorandum for you 
on that, in response to a cable from ICA, which I will be glad to 
furnish you. In the early part of calendar 1955 there were two pro- 
grams under careful consideration; that is, additional assistance in 
the labor field and in industry. We propose to send a substantial 
number of trainees in both of these fields, particularly industry, in 
the hope of getting the Industrial Productivity Servicio under way. 

We find it very difficult to get things started here. U nfortunately, 
we were not able to commit those funds and send the groups during 
that fiscal year, and that accounts for the substantial number of 
obligations which appear in your record as not actually expended. 
We have both of these groups ready to go now. The industry grou 
is being delayed. The labor group, consisting of seven people, will 
leave this weekend for Puerto Rico for 3 months’ tre uining, and 2 
months in the United States. We felt it very desirable that this 
group of substantial labor leaders go to Puerto Rico, where the courses 
are in Spanish—not simply to spend all of their time in the United 
States on a tour of the country. 

(The documents referred to follows :) 


UNITED STATES OF AMERICA 
OPERATIONS MISSION TO URUGUAY, 
THE INSTITUTE OF INTER-AMERICAN AFFAIRS, 
AMERICAN EMBASSY, 
Montevideo, Uruguay, October 11, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, Congressional Subcommittee, 
International Government Operations. 

Sm: Pursuant to request of the Washington office of the International Co- 
operation Administration, the following data is provided for the information 
of the subcommittee : 

The total unliquidated obligations as of June 30, 1955, which were certified 
and submitted with the end of the year report, amount to $361,106.49. It will 
be noted that by far the greatest amount of these unliquidated obligations covers 
an accelerated training program put into effect late in fiscal year 1955 and 
amounts to $225,876. A complete analysis of these unliquidated obligations 
has been made, and they all come within the provisions of section 1311 of 
Public Law 663, approved August 26, 1954. Other unliquidated obligations 
covering training for prior years (1952-54 inclusive) amount to $72,985. So, a 
quick analysis will show that our total outstanding unliquidated obligations 
in the amount of $361,106.49 contains $298,861 for training alone. The balance, 
naturally, is covered by various object classifications such as travel, transporta- 
tion, supplies. There is attached a detailed analysis by accounts, prepared in 
accordance with instructions. 

If there is any further information desired, I will be glad to make it available 
to the subcommittee on request. 

Respectfully yours, 
FRANK T. O'BRIEN, 
Director, USOM to Uruguay. 
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Certified report of unliquidated obligations as of June 30, 1955 


Appropriation 


72-11X1017(11) -- 
72-11X1017(11)-. 
72-11X1017(11).. 
72-11X1017(11) -- 
72-11.X1017(11) -- 


72-1141000....... 


72-115100¢ 


72-11.X1025 (11)- 
72-11X1025 (11)- 


72-11.X 1025 (11) .| 





| 


Allotment Suballotment 





T. A. W392-54, D. S. Abell, home leave. 

ont 2/4T, 1952- | 028-41-2/4T, agriculture: Transportation, shipment 
54. and packing, agricultural equipment. 

208-41-2/4T, 1952- | 028-41-2/4T,, public administration: Supplies, requi- 
54. sition 142-54. | 

028-41-2/4T, 1952- | 028-41-2/4T, training: Participants 
54 


— 2/4T 1952- | 028-41-2/4T health, welfare, and housing: Travel, ‘Travel, | 


028-41-2/4T, 1952- | Special advance account: Travel 
54, 


028-19-4AA, Ad- | Communicatien, expenses- 
ministrative 
funds. 

CBB-10-GAA, ad | Galerieiiic onc in cdscc en nceccncccs: 
ministrative | Allowances. tudes a eeaaeaeale 
funds. Local salaries 

Communication expenses - --- 


Travel: 
T. O. URU-2-55, B. L. MeQuagge --- : 
T. O. FOA 5-251, J. W. de Chern.........-....- 
T. O. URU-14-55, F. T. O’Brien. a 
T. O. FOA 5-2061 and 2061, Forkish and | 
Donahue, 
Total_-_-- 
Office rent and garage 
| Supplies . = x 
Other contractual services...-...---------- 


Total. 





028-71-5RR_-__-.-.| 028-71-5RR (10), agriculture, garage storage. --_---_- 


028-71-5RR 028-71-5RR (47): 
Ind. safety (project costs): 
Local salaries_ : 
Office rent 
Supplies 
Other contractual services 
Ind. safety (techn. costs)- 
Salaries and allowances- 
Home leave, J. W. Welch, T. O. URU 


028-71-5RR | 028-71-5RR (50), health, welfare, and housing: 
Technical costs: 
Salary and allowances -.-- 
— 


Travel: 
28-50-001-2-50311, Dr. Shelokov._. 
7 = U RU ~-12-55, Helen Jean _____ 
2s U RU-4-55, a. H. Hathaway -- 
TO: FOA 5-680, Dr. Wardlaw __._- 
T. O. URU-18-55, N. J. Carroll 
MEX-5-070, Miss Russell_....--- 


Project costs: 
Local salaries -- 
Communication expenses 
Supplies : 
Other contractual services __-__- 
SCISP agreement 


Weasel A : 


028-71-5RR (70, public administration): 
Technical costs: Salary and allowances 
Project costs: 
Local salaries -..-.-- palaebbia gJea dss 
Rent...... cenatal 
Printing and binding. 
Other contractual services ___.- 
Supplies _- etnias 
Communication services _. 


a aadiiaisutuibitanaceccaemaetad at 


199. 59 
6. 00 


72, 985. 05 


3. 94 


3, 932. 41 


405. 14 


S82. 96 
138. 55 
176. 96 
135. 45 


614. 41 
203. 46 
166. 84 
780. 


| 764. 7 71 


182. 99 
8. OO 
1. 00 


, 366. 32 


25. 40 


55. 35 
178. 95 
438. 07 

3.12 


3, 052. 43 
3, 535. 35 


7, 263. 27 


1, 651. 89 


2, 428. 01 


591. 95 
, 823. 28 
, 419. 27 
149. 03 
, 500. 00 
065. 39 


710. 92 


127. 46 
61. 12 
688. 06 
30. 35 
146. 00 
55. 63 


1, 819. 54 
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ween wepent of satiquidatan ettantions as oof Sune #0, 1956—Continued 


i 
sees | Allotment | Suballotment 


| 


72-11X1025(11) | 028-71-5RR | 02-71-5R R(78) Census: 

| Projeet costs: | 

| Supplies - _ - -- | $129. 03 

| Communication expe _ ae pasdbexotel 9. 44 

| | Other contractual services 43. 50 

Technical costs: 

| Salary and allowances. i 16, 261. 60 
Tenn anwann ask ih Pepe eae ; 4, 735. 08 


| 


ics <aaededdunsnkedstecdoneediebiacte 21, 178. 65 


| 028-71-5RR, training; 
Participants: 
Agriculture. -_._- - Labaatene 
Industries and mining._--. -- Sendinin dain ose , 388. 00 
Transportation __------ , 200. 00 
Labor paneled noel 36 . 00 
We oa i edeieeeie smithiae 9, 056. 71 
Public administration __- shee pac 38, . 66 
Census weal sae y . 64 


Total 7 ; 225, 876. 01 


72-11X1025(11)._| 028-48-5RR-.-.-- 028-48-5R R(70), regular public administration: 
Technical costs: Salary and allowance , 583. 84 
Project costs: 

ee ai 22. 66 

a” Ps ‘ 240. 
0 ee bsituaiekd ; since 15. 00 

Supplies aes ni : 23. 
Other contractual services _- -. ; 2. 00 


Total. aoa Sas box 5 986. 50 
Total fate : 283, 692. 62 


| Recapitulation: 

| 72-11.X.1017(11), program funds 1952 to: 1954. __--- 73, 932. 41 
72-1141000-A dministrative funds 1954____--_- 115.14 
72-11 X1025(11), program funds 1955____....------ 283, 692. 62 
72-1151000, administrative funds 1955_-......--- 3, 366. 32 


Grand. total 361, 106. 49 


Mr. Mountain. I believe your answer was mainly in terms of this 
productivity section of the program ? 

Mr. O’Brien. Yes, sir. 

Mr. Mountain. Is that answer also applicable to the other segments 
which have large funds still unliquidated—the other programs / 

Mr. O’Brien. I think probably the principal items there are in the 
health program. I haven’t the figures before me. 

Mr. Mountarn. Id like to point out, Mr. O’Brien, that on every 
one of these program. areas the picture is pretty much the same. For 
example, your 1955 program obligations under transportation are 
$14,200—unliquidated obligations, $14,200. Obligations under agri- 
culture and natural resources were $8,200—unliquidated obligations, 

$8,200. There is a fairly consistent pattern down this entire group 
of activities, except the health and sanitation program, in which the 
unliquidated obligations are essentially the same as your programs. 

Mr. O’Brien. Now that. may take a little more explanation than I 
“an provide. First, with respect to agriculture. Before I came here, 
it was proposed that an Agricultural Servicio be established in this 
country. The agreement for the servicio was signed but was never 

atified. However, the United States undertook to commence the 
implementation of that program and sent a number of people here 
and a good deal of equipment. 
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Mr. Mountarn. Can you obtain funds from the local government 
without ratification of the basic agreement ? 

Mr. O’Brien. It has been the position of Uruguay that its constitu- 
tion requires ratification of international agreements prior to rmple- 
mentation. That, 1 believe, results from a change in the constitution 
4 or 5 years ago. I would have to check that. However, we have 
taken ‘the ‘position ‘that we will not undertake any further programs 
here until ratification has been obtained. 

Mr. Mountain. When did you take this position ? 

Mr. O’Brien. Certainly since I have been here. No additional ac- 
tivity will be carried on without ratification. 

Mr. Mounrarn. I am not sure I understand how you get govern- 
mental ‘funds, even now, for existing programs, without ratification 
of the ‘basic agreement. 

Mr. O’Brten. In the past the only funds obtamed were through the 
health activity. Those were the only funds of any substantial amount. 
There was a ‘small amount of money deposited m connection with a 
census activity several years ago. We-obtained local funds for health 
and sanitation activity, because the original agreement preceded the 
change in the constitution. 

Mr. Mounratn. So that your statement about ratification, or the 
lack of ratification, applies only to programs and projects developed 
after the time the constitution was changed? 

Mr. O’Brien. Yes, sir,and I must add this: We are provided with 
local services by ‘the government, including space—oflice space and 
working areas—and stenographic services from time to time, by the 
local government. 

Mr. Mounrtatn. ‘Has the local government put funds imto servicio 
operations since this constitutional change ? 

Mr. O’Brien. Yes, sir. Yes, it has, m the Health Servicio, because 
the agreement was signed and was in operation prior to the change. 

Mr. Mountatn. This is'the only one, however?’ 

Mr. O’Brien. Yes, sir. 

Mr. Mountain. And in all these other areas you don’t have servicios 
established ¢ 

Mr. O’Brien. No, sir, except in the proposed area of industrial 
productivity. 

Mr. Mountain. And that is the one which the local legislature is 
considering for ratification now ? 

Mr. O’Brien. Yes. And under that proposal the United States will 
match $50,000 with $75,000 Uruguayan. 

Mr. Mountain. We are wondering, Mr. O’Brien, to what extent 
these unliquidated obligations reflect either unwillingness or inabil- 
ity of the local Government to put up matching funds, and might 
to that extent be delaying your program. 

Mr. O’Brren. It is pretty hard to answer that, sir. I think the 
Government is not in a position at this ‘time to put up much money, 
except m the specific areas in which it has made some agreement. I 
know that the question of ‘the census, which has been pending for 
some time under a request of the Government—we have two experts 
here—is now hinged entirely on the necessity for the local Govern- 
ment to make available the funds to carry it on. It is hoped that that 
operation will take place in. April of this coming year. 
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Mr. Mounrarn. Do we understand that for the most part the prob- 
lem of matching funds is not delaying the implementation of your 
program ? 

Mr. O’Brien. I think not. 

Mr. Mountain. What does account for this delay which these un- 
liquidated obligations indicate? 

Mr. O’Brien. The agriculture obligation represents simply some 
reserves for the disposition of the property, because the technicians 
have all returned to the United States, Uruguay having indicated its 
desire to have United Nations assistance rather than United States 
in that field. With respect to the health and sanitation activity, it is 
very likely that those figures appear because it was thought and 
hoped that when the new Chief of Field party came here, Dr. James 
Wardlaw, who is on contract from the Public Health Division of the 
State of Florida, that he in turn, would be supplied with a supporting 
staff of 4 or 5 United States technicians. Unfortunately, those people 
have not yet been supplied, and he has been here about a year now. 

Mr. Mountain. Have they been requested ? 

Mr. O’Brien. Yes, sir. 

Mr. Mountain. From ICA Washington? 

Mr. O’Brien. Yes, sir; it is a problem of recruitment. Unfortu- 
nately, the problems here are different from those in many of the 
countries of the world because a very high degree of competence is 
required to get acceptance. Uruguay has excellent technicians in this 
field; consequently the recruitment problem becomes extremely diffi- 
cult. Furthermore, they must have competence in the language. 

Mr. Mountain. Then we have a situation where we have a program 
whose prior planning, apparently, was not adequate, since you can’t 

carry it out in the period for which the funds were appropriated. 

Mr. O’Brien. You might call it that. I think we try to plan things 
very carefully, sir. 

Mr. Mountain. Well, I’m sure you do, and I did not mean to leave 
any impression that there is not great care—but a matter of phasing 
is involved, and the question is to what extent the delays inherent in 
the recruitment of people, and perhaps the obtaining of certain crucial 
supplies, should be reflected in the funds asked for ina given year. 

Mr. O’Brien. Yes, sir, they should be. 

Mr. Mountain. Do you feel that your present plans are such that 
you will be able to bring your unliquidated obligations down within 
a reasonable period and have your funds request on a more current 
basis ? 

Mr. O’Brten. I think so, sir. 

If I may explain further, on transportation—it appeared, prior to 
the time I came here, that there might be considerable interest in 
assistance in civil aviation. During the period of time I have been 
here, that interest has not developed. Until recently two members 
of the civil aviation assistance group in Panama were here, and it 
seems now that PLUMA, the local Government airline, may require 
some technical assistance in that field, which is transportation. 

Mr. Mountain. Thank you very much, Mr. O’Brien. I think that 
is the extent of the questions the subcommittee wishes to ask at this 
time. 

Mr. O’Brien. May I add one statement? I think it is extremel 
important that we get the full cooperation of the United States busi- 
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ness community in this country. I have suggested that an informal 
committee of the American Business aed work with the Embassy 
in connection with the future programs and in connection with carry- 
ing out the present program of ICA in Uruguay. 

r. Mountain. That is a very interesting observation, Mr. O’Brien. 
It is almost exactly in line with a suggestion made to the members of 
this subeommittee by the chamber of commerce in Rio. 

Mr. O’Brien. I made that suggestion, I think, 4 or 5 months ago, 
in writing to Mr. McIntosh, and subsequently in writing to Washing- 
ton; and I think such a plan can be made extremely effective here. 
The businessmen are all good friends of ours and are willing to assist 
us, I am sure. 

Mr. Mountarn. You are aware, of course, of the fact that the Act 
for International Development of 1950 sets up a board very much like 
that on the national level—the International Development Advisory 
Board—made up of outstanding private citizens, experts in various 
fields in which the technical assistance program operates. You may 
be familiar with their recent publication An Economic Program for 
Americas. 

Mr. O’Brten. Yes, sir. I might supplement that statement. We 
could also take into consultation, with that committee, 2 or 3 out- 
standing Uruguayan business and professional men. Such a com- 
mittee, in my opinion, would work very effectively in this country. 

Mr. Mountarn. Let me ask one more question. To what extent do 
you get adequate guidance and support from ICA Washington, in 
your judgment? Do you have any problems in that regard that are 
of concern to you? 

Mr. O’Brien. I have no serious problems. We have had a little 
difficulty in getting an industry group underway to go to the States 
for impact purposes. The delay may be due, possibly, to the re- 
organization of ICA in Washington. We were also very desirous to 
have at least one highly competent businessman go to the United 
States prior to the visit of the President in December; but unfortu- 
nately ICA feels that it either cannot take him, or that he falls out- 
side of its specific activities provided by law. We still feel that it 
would be desirable, and we are trying to get that man to go to the 
United States, if necessary at his own expense, to prep: re some mate- 
rial for the President prior to his trip in December. ‘That is the only 
criticism I have of ICA in Washington. 

Mr. Mountarn. Except their failure, perhaps, to get personnel for 
you promptly enough ? 

Mr. O’Brien. Yes, sir; that is something that I think is a problem. 

Mr. Mountain. [am sure we appreciate that. 

Mr. O’Brien. I don’t submit that as a matter of criticism. 

Mr. Mounratn. I don’t believe we are suggesting it as a matter of 
criticism, but a statement of a problem you must face and deal with 
day to day. 

Mr. O’Brien, you mentioned the new location of your operations 
within the Department of State. Has this made any change in your 
position or operations in the field? 

Mr. O’Brien. No, sir. 

Mr. Mountain. Do you now submit your program to the Embassy 
for approval ? 





218 TECHNICAL ASSISTANCE IN LATIN AMERICA 


Mr. O’Brien. We always have cleared it since I have been ‘here, sir. 

Mr. Mountatn. Who in the Embassy clears your program ? 

Mr. O’Brien. The Ambassador, and the counselor of Embassy. 

Mr. Mountatn. To what extent is the economic counselor involved ? 

Mr. O’Brien. He is provided with full material on our program. I 
am sure we would be glad to have Mr. Nolan join us at any time. 

Mr. Mountarn. Mr. Nolan, do you have a responsibility for clearing 
the programs which Mr. O’Brien develops in his role as Chief of the 
ICA? 

Mr. Noran. Well, I feel that I would be welcome in any discussion 
the Ambassador and the counselor have, I am sure. Actually I have 
had nothing at all to do with it. In the year I have been here I have 
been short staffed. July 16 of last year is when I came here. I was 
short staffed previously but now there is only me. So merely as a 
matter of time on my hands, I have not been ablé to do it. I haven't 
had time to think about those things. However, so far as informal 
cooperation is concerned, there has been cooperation at all times, as 
far as I am concerned. Such information as Mr. O’Brien has had at 
any time has been available to me at any time I wanted it, and such 
information as I have had in my office has always been freely availa- 
ble to Mr. O’Brien and his staff. 

Mr. Mountarn. Thanks very much, Mr. Nolan. 

Mr. O’Brien. Mr. McIntosh said there were 9 or 10 United States 
employees here. There are 4 technicians, United States, and 3 admin- 
istrative in ICA. That is a correction. Including myself, a total 
of seven at the present time. 

Mr. Mounrarn. I think we would like to move into another area of 
inquiry. This would be the administration of the Embassy. Is Mr. 
Young here? 

Mr. Young, what is your title? 

Mr. Youne. Administrative officer. 

Mr. Mountarn. How long have you been here ? 

Mr. Youne. Three months. 

Mr. Mountatn. Then if we have questions about the experience of 
this Embassy in the administrative problems, you will have to answer 
from records ¢ 

Mr. Youne. Yes, sir. 

Mr. Mounrarn. Mr. Young, in the course of your activities as chief 
administrative officer of the Embassy, you are called upon annually 
to work out a reimbursement agreement with the various other agen- 
cies of the Government which are supported by the Embassy ; is that 
correct ? 

Mr. Younc. That is correct. 

Mr. Mounrain. Do you have any figures showing for fiscal 1955, 
and 1956 the amount of support given to these other agencies ? 

Mr. Youne. Just 1955. 

Mr. Mountain. Have the agreements for 1956 been worked out 
yet ¢ 

Mr. Youne. I think Mrs. Johnson could answer that better than I. 

Mrs. Jounson. They are being worked out this month. 

Mr. Mounrarn. Can you give us an idea of the percentage of your 
joint administrative fund which goes to support other agencies? 

Mrs. Jounson. Do you mean by that question the amount based on 
the support agreement that State has given for support ? 
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Mr. Mounratn. Yes, for fiscal 1955. 

Mrs. Jounson. The only figure we have been advised on is $32,500 
for USIS; nine-thousand-some-odd dollars for Washington and 
$23,300—I think it is—for the field. That was the way it was worded. 
We don’t actually: get the money here. It is an advisory thing to the 
field that they send out to us. That’s the amount that we have that 
USIS has given to State for administrative support for the fiscal 
year. 

" Mr. Mounvratn. Is USIS the only agency to which you give ad- 
ministrative support ? 

Mrs. Jonnson. No, but it is the only one we have received advice 
from Washington on the amount finally decided upon. 

Mr. Mountarn. Do you have a list of the proposed figures. which 
this Embassy sent to Washington for fiscal 1955 4 

Mrs, Jounson. I have the administrative support agreement here, 
aus worked up according to instructions, sent in to Washington, in 
which at the Washington level, the amounts from—I suppose. this 
was used as a basis to figure those, I assume. 

Mr. Mountain. What does the USIS figure show ? 

(Discussion off the record.) 

Mrs. JoimNnson. The total administrative expenses, 40.9 percent, 
$25,608. 

Mr. Mounrain. What FOA support does your chart show ? 

Mrs. JonuNnson. 3.2 percent of the total, or $1,989. 

Mr. Mounratn. Are there other agencies supported according to 
that chart ? 

Mrs. Jonson. Yes, the United States Air Force mission here. 

Mr. Mountain. What do the figures show for your support of 
that mission ¢ 

Mrs. Jonnson. 2.2 percent of the total, $1,367. 

Mr. Mountain. The remainder of your administrative account, 
then, is approximately 53. percent, and, is used for Embassy adminis- 
trative support. Is that correet / 

Mrs. Jounson. The State basic program, yes. 

Mr. Moen'rain. Are there things carried on here besides the State 
basic program ¢ 

Mrs. Jounson. This is separated from the Administrative Section 
total. The Administrative Section is supposedly a joint administra- 
tive section. It is State’s share of the administrative total fund. 

Mr. Mounrrartn. I think we understand. 

Will you give us the actual figures on that, Mrs. Johnson ? 

Mrs. Jonunson. The State basic program is 53.7 percent of the 
total, or $33,618. 

Mr. Mountain. Do we understand that the only one of these support 
funds on which you have been informed by the Department has 
been that allocated to USIS ? 

Mrs. Jounson. That’s right. 

Mr. Mountain. What is the amount that the Department finally 
agreed upon with USIS, according to your information ? 

Mrs. Jounson. It is not a final agreement; it is a tentative agree- 
ment. of $32,500. 

Mr. Mountain. Will you give us the date of that tentative agree- 


ment, as it shows on your telegram or submission from the Depart- 
ment ¢ 
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Mrs. Jounson. Yes. April 11, 1955. 

Mr. Mounvarn. I assume that the tentative nature lies simply in 
the fact that a final accounting will be made at the end of the fiscal 
year. Isthata fair assumption ? 

Mrs. Jonnson. Yes. The last paragraph of this circular airgram 
reads: 

The final country and area reimbursements for fiscal year 1955 from the United 
States Information Agency will not be established, of course, until receipt and 
tabulation of the total administrative support estimates, which are now in 
process of preparation. 

(Discussion off the record.) 

Mr. Mountain. Mr. Young, have you prepared similar reimburse- 
ment agreement figures for fiscal 1956 ¢ 

Mr. Youne. No, sir. 

Mr. Mountain. Have they been called for by the Department ? 

Mr. Youne. They have. 

Mr. Mountarn. Do you have a due date? 

Mr. Youna. Yes, it is during the month of October—an open date. 

Mr. Mountain. Presumably, the 31st of October will be your due 
date ? 

Mr. Youne. Yes, sir. 

Mr. Mountain. Do you have any difficulty, within your experience, 
at the country level, in working out these reimbursement agreements 
with the local representatives of the other agencies ¢ 

Mr. Youne. No, sir. 

Mr. Mountain. Mr. Young, have you been asked by the Department 
to prepare budget estimates for this post for fiscal 1956 or 1957? 

Mr. Youne. Not yet. 

Mr. Mountain. Do you know whether or not budget estimates 
have been called for by the Department from this post within recent 

ears ¢ 
a Mr. Youna. I can’t answer that, but I believe Mrs. Johnson can. 

Mrs. JoHnson. Yes, we have had our requests for planned distribu- 
tion for the fiscal year. 

Mr. Mounratn. Is this a request for how you want your money 
allocated ; is this it ? 

( Discussion off the record.) 

Mr. Mountain. Mr. Young, have you been called upon to submit 
a proposed stafling pattern for this Embassy by the Department ? 

Mr. Youna. No, sir. 

Mr. Mounrarn. Aren’t these customarily called for as part of a 
budget submission / 

Mr. Youn. Yes, sir. 

( Discussion off the record.) 

Mr. Mountain. Mr. Young, the subcommittee has made an inten- 
sive inquiry into some findings of a management survey undertaken 
on behalf of the Department by the firm of Robert Heller & Asso- 
ciates, Inc., in 1953 and 1954. In the course of this study, Heller rep- 
resentatives visited some foreign posts and made certain observations 
about the activities in these posts. I would like to read you the fol- 
lowing statement from notes they made while abroad. I might pre- 
face this with the remark that they did not visit this post, so that the 
comments are not about this post. 
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In the area of controllership functions, it was found that budget estimates 
for foreign posts were sometimes arbitrarily prepared by regional bureaus 
rather than by the posts. In some instances, posts had not been requested to 
prepare budget estimates for 2 years. 

Can you tell me whether this has been the case at this post? 

Mrs. Jonnson. It has not been the case. We have been asked for 
our financial plan each year. It is called financial plan rather than 
budget estimate. The 1956 plan was submitted by this Embassy on 
July 13, 1955. : 

Mr. Mountain. Am I correct in assuming that the financial plan is 
your statement here of how you intend to spend the money which has 
been ‘given to you, rather than a statement of your estimate of how 
much you are going to need ? 

Mrs. Jounson. It is more of an estimate. This was submitted in 
July 1955 for the following 12 months so it has to be based on our 
estimated needs. 

Mr. Mountain. Yes, I understand that. However, in the process 
of determining whether your needs for the following fiscal year are 
going to be more or less, have you been asked by the Department to 
submit a budget estimate for the ensuing year? This would be a sub- 
mission quite apart from a financial plan. 

Mrs. Jounson. No. 

Mr. Mountain. What you are asked for, then, is a financial plan 
on an annual basis? 

Mrs. Jounson. That is correct. 

Mr. Mountain. Have you been asked, Mr. Young, in this Embassy 
within fiscal year 1955, to turn back ony funds to the Department to 
meet any financial crisis they have faced ¢ 

Mr. Youna. You mean for the Department ? 

Mr. Mountarn. Yes. 

Mrs. Jounson. Not in the beginning of fiscal 1956. 

Mr. Mountain. My question was during 1955. 

Mrs. JonHnson. Yes, we were asked 2 or 3 months before the end 
of the fiscal year to go over our books and release any funds that we 
felt we could. 

Mr. Mountain. Were you able to release any funds? 

Mrs. JoHNSON. We released some for USIS, but for the State pro- 
gram—I hope I am remembering this correctly—we had asked for a 
little more, not very much, as I remember it. I can find my records 

Mr. Mounrarn. In the interests of time, could we have a submis- 
sion from the Embassy, Mr. Brooks, indicating how many requests 
they received from the Department during fiscal 1955 to cut back on 
their expenditures for the purpose of helping the Department out of 
a financial crisis, such as the one to which Mrs. Johnson, I believe, is 
referring? What the response on this post was to such a request, 
in terms of money saved and turned back to the Department, and 
where it came from. 

(Discussion off the record.) 

Mr. Mounrarn. I think the subcommittee, Mr. Brooks, would be 
particularly interested in the source of any savings you were able to 
accomplish, particularly whether or not they came out of the admin- 
istrative support of other agencies. In that regard, we would like 
to ask for your comments on how that affected the administrative sup- 
port you were able to give them. 
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Mr. Youne. We'll be very happy to furnish the committee the in- 
formation requested. 

Mr. Mountarn. Thank you. 

(The information requested follows :) 


MEMORANDUM 
DECEMBER 15, 1955. 
To: Mr. Stuart. 
From: Walter C. Young, Administrative Officer. 

Our records do not indicate a request to reduce expenditures during fiscal 
year 1956, other than the usual end-of-year request from the Department to 
return unobligated funds for redistribution to other posts where needed. 

On the end-of-year request we returned $1,000 for USIA and $1,600 State pro- 
gram funds, neither of which affected our administrative support program. 

The reason USIA was in a position to return $1,000 was because the PAO 
eliminated several programs which he did not feel were appropriate at this time, 
and we were able to return $1,600 because of improved exchange rates. 

When was the last time the Foreign Service inspectors made an in- 
spection of this post? 

Mrs. Jonnson. August 1954. 

Mr. Mountain. Did the inspectors examine the administrative 
activities of the Embassy as well as the substantive side of its opera- 
tions ¢ 

Mrs. Jounson. Yes. 

Mr. Mountatn. Mr. Young, some observations were made by the 
Heller Associates in their study of the Department operations about 
the need for more careful control of telegraph volume. How do you 
people here control the use of the telegraphic services ? 

Mr. Younea. All telegrams are initialed by me, and they go to 
the Counselor of Embassy. 

Mr. Mounrarn. All telegrams originating at this post, then, from 
whatever service, go thr ough your hands? 

Mr. Youne. No; just the Department of State. 

Mr. Mountain. ICA telegrams are originated by them and handled 
by you, and USIS is the same ? 

Mr. Youna. Yes, sir; USIS, same thing. 

Mr. Mounrarn. The suggestion was made by the Heller people 
that a method of telegraph control might be for the originator of a 
message to indicate the latest date of arrival by which the informa- 
tion contained in the telegram was needed in Washington. It was 
suggested that this would enable an officer, perhaps, in your posi- 
tion, to make a judgment as to whether the pouch or some other 
means of communication could be used, in terms of that deadline. 

Do you use such a system here ? 

Mr. Younc. We do, particularly when a cable requires detailed 
and lengthy information. We get it there by pouch if we can do 
sc. 

Mr. Mountain. Does the originator of a reply indicate the due date 
on his telegram, or not? 

Mr. Youna. No; he does not . 

Mr. Mounrarn. Then you have no w ay of knowing, unless you are 
personally familiar with the original request, whether that informa- 
tion is needed by telegraphic means? 

Mr. Younc. That is correct, unless I make a personal check. 

(Discussion off the record.) 
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Mr. Notan. The officers in charge of each section are thoroughly 
aware of the need for economizing in the use of telegrams. We have 
been impressed with that need by ‘the Department, from time to time, 
so I think every officer preparing the telegram, prior to the time it goes 
for initials, exercises his own judgment ‘and will not send it unless he 
feels it is necessary. 

Mr. Mountain. The suggestion has been made, though, that there 
is a feeling on the part of some officers in the field, whether justified or 
not, we don’t know, that information received by the Department in 
the form of a telegr: um gets more expeditious handling than otherwise. 
The essence of this particular recommendation of the ‘Heller people, as 
I understand it, is to place a center of responsibility for making a 
determination, and, apparently, Mr. Young has that responsibility but 
doesn’t have this particular device. W hether it is useful as the Heller 
people suggest, or not, we don’t know—but we are asking what you 
think—putting that deadline date on the telegram—would it help you 
in controlling your telegraphic volume? 

Mr. Youna. It would. 

( Discussion off the record. ) 

Mr. Novan. Very often a substantive officer of the Embassy will get 
a telegram out of the Department on some subject, saying “reply 
soonest.” All we know is “soonest.” We don’t know the deadline— 
Mr. Young, or the counselor, doesn’t know the deadline—we simply 
assume they want it “the day before yesterday,” if they can get it. 

Mr. Mountain. Per haps, the control device should include a bracket 
saying “soonest.” 

(Discussion off the record.) 

Mr. Mounrarn. I think the only other area we’d like to inquire into 
is the impact of the Wriston program upon your Embassy here. 
Specifically, we would like to ask, under the Wriston program, how 
many of your Foreign Service Staff Officers and Foreign Service 
Reserve Officers are eligible, in terms of their grade? 

Mr. Youne. There is one eligible, and he is in process. 

Mr. Mountain. How was he examined? 

Mr. Brooxs. Mr. Nolan was eligible and was examined by the 
counselor of Embassy, and papers approved, and he is a career For- 
eign Service Officer at this point. The only other person whom I know 
is the consul of the E mbassy, Mr. Feldman, and he took his oral 
examination, which was given by a committee of three—the chairman 
was Mr. Stuart, counselor of E mbassy, an economic officer, Mr. Nolan, 
and myself, the political officer. We gave him the oral examination 
under the present arrangement for a three-man panel. His papers 
are being gathered together to be forwarded to W ashington for 
approval by the Senate in Janu: iry or February. 

Mr. Mounratn. Where was the determination made as to the class 
into which Mr. Nolan was placed, and Mr. Feldman presumably will 
be placed ? 

Mr. Youne. I can answer on Mr. Feldman. He apparently sub- 
mitted a request to the Department, to Foreign Service Personnel, 
and they came back with the papers, informing us that the examina- 
tion should be given to the end that, if we were agreeable, we could 
offer him the grade and salary which they had determined on the 
basis of his record and application. 
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Mr. Mountarn. Then any negotiations between Mr. Feldman or 
anyone else about the grade and salary would have to be carried on by 
him with the Department, and not the examining panel? The panel 
had nothing to do with it? 

Mr. Notay. On the basis of his years’ service, the salary at the time 
he takes the examination, the Department lists a tentative salary he 
may be offered if he meets the panel’s approval. 

Mr. Mountarn. The only problem for the panel is to examine him 
for his fitness for that specified grade ? 

Mr. Nonan. Yes, sir. 

Mr. Brooks. We know the grade, but he doesn’t, theoretically; but 
he has expressed his preference. His qualification for the grade is 
determined by the panel after he leaves the room. 

Mr. Mounratn. Mr. Young, to what extent is your staffing pattern 
filled at this post ? 

Mr. Youne. We have two new positions that are on the way. 

Mr. Mounratx. With those 2 new positions, will your staffing 
pattern be 100 percent filled ¢ 

Mr. Youne. Yes, sir. 

Pras Mowuntatn. What has been your experience over the past year 

‘two as to the percentage of your staffing pattern you have had 
on aed ¢ 

Mrs. JoHnson. We were 5 months of last calend: ar year without an 
administrative officer. We were approximately 3 months without a 
consular officer: then this year we have been approxim: st 2 months 
without some clerical help. Two clerical positions were vacant for 
about 2 months each. 

Mr. Brooxs. At the present time, it is my understanding, a secretary 
is on the way down. The oe idor has been advised that a politi- 
cal labor officer has been selected, and Mr. Nolan’s assistant should be 
on his way soon. 

Mr. Mountarn. What has been the basic reason for these shortages ? 
Has it been home leave rotation ? 

Mr. Youne. Yes: we had people assigned; they just hadn’t got to 
the post yet. They were not new positions—it was a matter of replace- 
ment, not arriving before the officer at the post departed, and what 
with home leave and getting someone to fill the job, and getting him 
to the post, shaoe was a lapse ‘of time. 

Mr. Mocntaty. Do you know whether this amounted to a critical 
shortage of personnel in terms of workload ? 

Mr. Youne. I can speak firsthand of the Administrative Section. 
That was pretty rugged. 

Mr. Mounrary. It meant that the people on board had to take up 
the slack or let the work go? 

Mrs. Jonnson. That's right. 

Mr. Youne. It meant that the disbursing officer, Mrs. Johnson, 
had taken on personnel and general administration, the overall opera- 
tion of the administration. 

Mr. Mountatn. Thank you very much, gentlemen. 

I might offer one broad question. Do you have any problems, 
major problems, i in the administrative area between you and the De- 
partment which are of vital concern at the moment? Procedural 
affairs—do the people come on board fast enough? Do you get your 
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guidance, and so forth, fast enough? Any problems you care to 
comment on? 

Mr. Youna. No. 

Mr. Brooks. It is my understanding for USIA, around the first of 
May each year, they have a prospectus call, which is a rather detailed 
estimate of the fiscal year—coming fiscal year—that the USIS man, 
the PAO in the field, has to get in, usually by the first of May, so 
Washington is informed what USIS thinks it will need. 

Mr. Mounvary. Mr. Y oung, the observation has been made in other 
posts we visited that the process of preparing job classification sheets 
is expensive and time consuming, and—in the minds of some people 
of questionable value. Would you submit for our record your esti- 
mate of how much time is involved in this task at this post, and any 
comments which this post cares to offer as to their effect on your 
operations ? 

Mr. Youne. I will be glad to do that. 

(The information requested follows :) 


MEMORANDUM 
DECEMBER 21, 1955. 
To: Mr. Wallace W. Stuart. 
From: Walter C. Young. 

The preparation of position descriptions require a minimum of 3% hours of 
an employee’s time. The position descriptions are reviewed annually and in 
the event there is no major change in the employee’s assignment the position 
description remains the same. At this post there are 20 Americans whose posi- 
tion descriptions must be reviewed annually. The review of a position descrip- 
tion consumes approximately one-half hour. 

While position descriptions may be of considerable value to the Department 
of State in personnel planning and the assignment of personnel, they are of 
little value to the post. As a matter of fact, comparative workloads on individ- 
uals or sections within a Foreign Service post vary frequently, depending upon 
developments within the country and a high degree of flexibility in assignment 
of duties to personnel is necessary to deal with changing workloads. Position 
descriptions and job classifications tend to limit or reduce flexibility in the use 
of personnel, particularly when personnel are assigned to the post to fill a par- 
ticular position. Insofar as position description reduce the post’s flexibility in 
assigning personnel to duties wherever they may be most needed at the post, 
they tend to prevent most efficient utilization of personnel. 


Mr. Mountarn. One other question we'd like your comments on is 
a suggestion made to us in Brazil by Ambassador Dunn, that there is 
not sufficient freedom given to the Embassy in assigning personnel to 
specific tasks. That people sent out from W ashington are told they 
are going to be, for example, secretary to Mr. So-and-so, and when 
they arrive on the scene are quite diss appointed if they are not so as- 
signed. This applies, as I understand it, only to the intermediate and 
lower levels of personnel. 

I wonder if you have run into any difficulty here ? 

Mr. Youna. I haven't, at this post. I have at others. 

Mr. Harpy. How are we making out on time ? 

Ambassador McIntosu. We are about on schedule, if we stop now. 

I want you to feel, Mr. Chairman, that this whole Embassy is at 
your service, and we want to give you gladly any and all informatiori 
you are interested in. 

Mr. Harpy. We certainly appreciate it- This has been most helpful 
this morning. 

(The meeting adjourned at 12: 35 p. m.) 











APPENDIX 
EXHIBIT A 
URUGUAY 

THE COUNTRY IN BRIEF 


Government.—Uruguay, which has a stable government, is regarded as one of 
the most democratic countries in Latin America. It has made several constitu- 
tional innovations to prevent dictatorships. The constitution, as amended in 
1951, provides for a bipartisan nine-man executive National Council and a 
bicameral legislature. The major party, the Colorado, has been in power 85 
years. Senor Luis Batlle Berres, leader of the Colorado Party, was elected 
president of the National Council beginning in March 1955. The Communist 
Party has two seats in Parliament. There is a substantial amount of state 
ownership or control in many sectors of the economy including banking, in- 
surance, public utilities, fuels, meatpacking, and chemicals. 

People —The population in 1954 is estimated at 2.6 million with an annual 
rate of growth of 1.8 percent. The typical Uruguayan is white, of Spanish, 
Italian, or French origin. About 85 percent of the people are literate and uni- 
versal free education is available through universities. Average caloric intake 
of 3,070 calories is one-fifth larger than estimated requirements and the high 
protein diet is typical of the River Plata countries. Health conditions are rela- 
tively favorable, reflecting good climatic conditions and the comparatively higher 
standard of living. The death rate is the lowest in Latin America. 

National economy.—Agriculture is the principal economie activity in Uruguay. 
Approximately 86 percent of the land area is agricultural land. Agricultural 
products include wool, wheat, livestock, corn, rice, flax, and sunflower seed. 
Uruguay has almost no known domestic deposits of minerals. 

Uruguay’s principal export products are derivatives of the livestock industry: 
Wool, meat, hides, and skins. Most of the fresh meat is sent to Europe because 
of United States quarantine regulations, but substantial quantities of canned 
meat are sent to the United States. The principal source of dollar exchange is 
wool. For many years the United States imported this commodity in the form 
of raw wool. In an effort to stimulate industrialization, Uruguay made exchange 
adjustments to stimulate exports of semimanufactured wool, known as wool tops. 
However, the United States imposed countervailing duties on wool tops. United 
States imports of wool tops from Uruguay dropped from $22 million in 1952 to 
$2,000 in 1954. United States imports of raw wool also declined sharply during 
this period. Uruguay also exports wheat and oilseeds and derivatives in sub- 
stantial commercial quantities. 

The principal industry in Uruguay is meatpacking. Other industries include 
wool processing and yarn production, cotton textiles, cement, refined petroleum, 
and consumer goods for the domestic market. The electric power and communi- 
cations industries are largely Government-owned. The Government also owns a 
meatpacking plant and petroleum refineries and marketing facilities. The 
,ritish-owned railways were purchased by the Government in 1948. 

Needs.—United States imposition of countervailing duties on Uruguayan wool 
tops has raised a basic economic problem for that country. Wool must be con- 
sidered as important for Uruguay as tin for Bolivia or oil for Venezuela. Asa 
result of the difficulties Uruguay has encountered in marketing its wool in the 
United States, there are indications that a major reorientation of Uruguay’s 
trade is now taking place involving a shift toward European markets. Thus it 
appears that Uruguay may find it increasingly difficult to finance her essential 
imports from the dollar area; and the Uruguayan market, while not great, has 
always been an attractive one for American exporters. 

The present extensive use of tillable land indicates that agricultural produc- 
tion can be increased only through increased efficiency and better yields obtain- 
able from improved techniques. A joint International Bank and FAO mission 
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suggested improved use of grassland and fodder reserves, control of erosion and 
animal diseases, improvement in dairy husbandry, reforestation, and reclama- 
tion work. Further industrial development and diversification is needed. Ad- 
ministrative procedures of the Government could be improved. 


ExHIsIT B 
URUGUAY 
CURRENT ECONOMIC DEVELOPMENTS 


Overall economic trends have been generally unfavorable in Uruguay thus 
far in 1955. Employment, production, and exports were declining while the cost 
of living was rising. The wool market was extremely dull. Prices were low 
and the woolgrowers’ reluctance to sell was reflected in mounting stocks. 
Slaughtering departments of the large packers remained closed and unrest 
mounted among idle packinghouse workers. 

Exports to the United States from Uruguay during January to July 1955 
were sharply below the corresponding figures for 1954. Uruguayan exports 
to the United States in July 1955 were valued at about $800,000, according to 
consular invoices, compared with $4.4 million in July 1954. Much smaller 
United States purchases of raw wool and processed beef accounted for the drop 
in exports. 

The overall trade balance continued unfavorable in 1955. During 1954, total 
exports declined to $249 million while imports mounted to $272 million. Exports 
during the first quarter of 1955 were less than the value of exports in the first 
quarter of 1954, while imports were being maintained at about the same level. 

The free market exchange rate for the peso progressively weakened during 
the first part of 1955 reaching 3.67 pesos per United States dollar in September. 
The Central Bank has been supporting the peso by selling foreign curerncy in 
the free market. 

Gold and foreign exchange reserves of the Bank of the Republic are receding. 
While gold holdings have been maintained, the net foreign exchange position 
of the bank has been negative since September 1954. 

Wool production prospects are excellent. The coldest weather in many years 
should contribute good quality to the current wool clip. Forecasts of a bumper 
wool clip together with a large carryover of stocks created widespread concern 
over wool marketing prospects. 

The wool marketing problem of Uruguay was augmented by the reluctance of 
producers to sell at declining prices. A newly created Wool Board recommended 
various alternatives to raise prices to producers by altering effective exchange 
rates. These suggestions initially were rejected by the National Assembly, but 
on September 18, 1955, the Council of Government announced an increase in the 
exchange rate for wool from 1.52 to 1.73 pesos per United States dollar until 
December 31, 1955. This change is expected to bring dollar prices for Uruguayan 
wool down to world market prices without reducing Uruguayan peso prices 
for wool. 

The cost of living index in Montevideo rose more than three points during 
July reaching 172P (1948=100). Still further increases were forecast because 
of prospective rises in utility rates and transportation fares. 

The IBRD announced a loan equivalent to $5.5 million, mainly in Italian lire 
and Swiss francs, for a new 50,000 kw. power unit in Montevideo. 

Television will be coming to Uruguay in about a year under a contract with 
a large United States company. The 60-frame system used in the United States 
will be adopted making possible eventual linking of the new system with other 
countries in the Western Hemisphere. 

Radioactive minerals were reported discovered in black sands in the Province 
of Malonado. 

The first of six exploratory oil wells begun in May was abandoned in June. 
Drilling equipment was moved to the next location where operations were 
resumed. 
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ExHIBIT C 


URUGUAY binaries URUGUAY 


Economic Indicators 


Trade Balance Unfavorable 


Exchange Rates Deteriorate 
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EXHIBIT D 
4 - 
y ; URUGUAY 
\ 
‘ DATA ON UNITED STATES OPERATIONS MISSION 
4 ee She 
3 I. United States mission: 
j A. Ambassador: Dempster McIntosh. , ; 
: B. Director, United States operations mission: Frank T, O’Brien. 
: C. Servicios: 1. Servicio Cooperativo Interamericano de Salud Publica (Public 
; Health). 
. D. Organizations under contract : None. 
E. Number of mission personnel : 
: Technical 
: epee Administra- | assistance 
otal | tive funds program 
4 funds 
: — — — — — re = — —- — — ee 
\ On ne a ee Seek CO, cei ce bee 
i 1. Government personnel, tOtAhs ...cnesoncecsctssccecnaseseesss 13 5 s 
; (a) Uemied Stated giationale.. ..........................- 6 2 t 
Co) OMI TREN ocd cine enenwadumenas cacao 7 3 4 
) Die Ue TORR ie 52580 nsec ecee ene "ls scndedeieaontebts 

F. Date of signing of basic technical assistance agreement: March 14, 1951. 
Ratification by Uruguayan Congress pending. Health and sanitation, 1943. 

II, FOA program objectives: 

A. Health and sanitation.—Improve the general level of health by providing 
demonstration projects in the operation of health facilities; to expand the 
preventive health program with the object of minimizing absenteeism, increasing 
individual productivity on the job, and reducing the incidence of disease and 
death; to train professionals, especially nurses, and nonprofessionals in public 
health activities. 

B, Public administration.—To assist and advise the Government in the re- 
organization of its statistical services so as to make available adequate and 
reliable information on the economic and social structure of the Nation and to 
provide guidance and counsel in the preparation and taking of a national census; 
to assist in overhauling and modernizing its administrative management and 
practices at all levels of the Government. 

III. Net activity (as of Mar. 31, 1955): 

[In thousands of dollars] 
| Fiseal year 
| 1952 1953 1954 1955 1956 
Technical cooperation: 
Sede a pragen cummed a udwahniwasidas ehciaadee ail sal as tacavsiosialabecdl Aci siclptoc eats 304 426 
a ge ee eats . 423 372 —27 SON Nia sicadivciccarcs 
“Tat are Gialahtenade teeta 384 191 189 | 
I a cic cdiecaddussadotaasawnviinanas 162 309 113 BOO Dicskutcaes 
a) Se aE re 
Estimated host country contributions (equivalent 
: Ce I CNEIOND  ..  crceneascadacacamaacional 432 518 222 357 501 
semen Cash for joint funds-- --- sah a acpiantinieaded- apace absentee (4) (?) 159 325 406 


INot available. 
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IV. Program fields of activity :? 


{In thousands of dollars] 


} 


1954 actual | 1955 estimate | 1956 proposed 


| to Congress 











Technical cooperation: 

Agriculture and natural resources---............--.--.-.---- —49 | 10 1 
BORER) GING ITI on ket ind ctmenciicbvndbécencuckbaee | 131 | 141 | 106 
Ri. 6 CR aia anes nbnieaoseaiaaneeuseasem fale annwaihan oabak ae didadnwahie Social elle S cance tel 
EER ERE RE IEEE AEE: EP TEI 13 | 122 
Bnei Soo ow cnernnccecsnccscuncdacbancteud | 53 | 105 | 161 
tigi so cdncnsinawsccune ss setsimseh eraiedidcsinse ph Wiesin wi gl A in dalin hb in bien de ll | 22 
rein ckhota im semodeecceshini iii aside aati auca 8 | 34 | 13 
General and community development---.-..-......-.-----|-....------- ii ree 
SEE sincring tina onimatnehhindun easiness aden anetae nee 1 1 1 

i dnnccctntdntsnksdensenens Gntkanheeeeuesainéasens 144 304 | 426 


V. United States and IBRD capital: 


[In millions of dollars] 


Calendar years 





| 1950 | 1951 | 1952 | 1953 | 1954 | 1955 


























-_ neni | | 
i nao scm cdeneecksapedeaspbesbabaaacenteee ff ee 
EE IR, cbse ids im vine duns dens nadbudsbisis du lddadel 4 3 DB bi PO icc... 
United States direct investment (net): | 
ae apa a ee ee oer 9 rege Fons 
Reinvested subsidiary earnings ee eae ie 2 5 3 DB Fecindalesiacs 
Book value of United States direct private investment 3___........ 61 74| 77 SF ak 2 oe 
1 Undisbursed Export-Import Bank balance, Dec. 31, 1954, $2.5 million. 
2 Undisbursed IBRD balance, Dec. 31, 1954, $2.3 million. 
3 Includes Paraguay. 
ExuHisit E 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
URUGUAY 
SS “ . pereetesccnrens 
Borrower Date Purpose | Amount 





telephone equipment. 


Electric power development...-.---- 5, 500, 000 


Uruguay (guarantor), UTE.......---| Aug. 25, 00 | Electric power development and | $33, 000, 000 
Uruguay (guarantor) - ............-.. | Aug. 29, 1955 | 


1 Adjustments in obligations subsequent to close of fiscal year are not distributed by 
field of activity. 
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ExHIsBiIt F 


DEPARTMENT OF STATE, INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM 
Urvu@uay 


Principal officers: Dempster McIntosh, American Ambassador; James H. 
Webb, Jr., public affairs officer. 


AUTHORITY AND SCOPE 


The Department’s educational exchange program with Uruguay has been in 
operation since 1946. It is authorized under Public Law 355, 76th Congress, 
and is presently financed from dollar funds appropriated under authority 
of Public Law 402, 80th Congress, the Smith-Mundt Act. Since 1950, grants 
were made to 39 Uruguayans for study, teacher education, and observation and 
consultation in specialized fields in the United States. During this same period 
grants were made to four citizens of the United States for similar purposes 
in Uruguay. 

From fiscal year 1955 funds, $37,961 has been obligated for 13 grants to Uru- 
Zuayans including 3 leaders, 3 specialists, 1 teacher, and 6 students; $33,217 
has been allocated for 10 grants on the fiscal year 1956 program. 


CONTRIBUTION 


The imminent visit to the United States of the President of Uruguay, Senor 
Batlle Berres, has intensified Uruguayan interest in its relationships with this 
country, especially through the first hand contacts made possible through the 
exchange of persons program. This program in the past has not been fully 
developed. It is deemed desirable that it should be increased for the future. 

The presentation of cultural performances abroad under the President’s 
Ymergency Fund for International Affairs included: Porgy and Bess, in July 
1955, at Montevideo; Ballet Theater, in October 1955, at Montevideo; Jose 
Limon, in December 1955, at Montevideo. 








UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


FRIDAY, OCTOBER 14, 1955 


Hovse oF REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Buenos Aires, Argentina. 

The subcommittee met at 10:05 a. m., in the Sag : mbassy, 
Buenos Aires, Argentina, Representative Porter Hardy, Jr. (chair- 

man of the subcommittee), presiding. 

Present: Representatives Porter Hardy, Jr. (presiding), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Also present: Hon. Albert F. Nufer, United States Ambassador to 
Argentina; Garret G. Ackerson, Minister Counselor; Durward V. 
Sandifer, counselor for political affairs; Richard M. Connel, com- 

mercial attaché: Robert C. Tetro, agricultural attaché; Francis W. 
Herron, public affairs officer; Paul G. Sinderson, administrative 
officer; Edward P. Kardas, general services officer; and Alice D. 
Westbrook, personnel officer. 

Subcommittee staff members present : Maurice J. Mountain, counsel ; 

and Walton Woods, staff investigator. 


STATEMENTS OF HON. ALBERT F. NUFER, UNITED STATES AMBAS- 
SADOR TO ARGENTINA; ACCOMPANIED BY GARRET G. ACKER- 
SON, MINISTER COUNSELOR ; DURWARD V. SANDIFER, COUNSELOR 
FOR POLITICAL AFFAIRS; RICHARD M. CONNEL, COMMERCIAL 
ATTACHE; ROBERT C. TETRO, AGRICULTURAL ATTACHE; FRAN- 
CIS W. HERRON, PUBLIC AFFAIRS OFFICER; PAUL G. SINDER- 
SON, ADMINISTRATIVE OFFICER; EDWARD P. KARDAS, GENERAL 
SERVICES OFFICER; AND ALICE D. WESTBROOK, PERSONNEL 
OFFICER 


Ambassador Nurer. Ladies and gentlemen, I want, again, to wel- 
come Congressman Hardy, Congressman Brooks, and Congressman 
Meader, and all our other distinguished guests to Buenos Aires. We 
hope your stay here will be profitable, as well as pleasant. We will 
do everything we can to help make it so. 

I want to say that ordinarily the President of Argentina would have 
wanted to see your group, and I'm sure he would want to, anyway, but 
these are not ordinary times. The Government is still consolidating. 
We told the Chief of Protocol about your visit. I said it would be 
a good idea if the President could see you, and he agreed. He was 
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going to talk to the Minister of State. I have not heard from him 
yet, and I have not pressed him on it, and I will not do so, 

Mr. Harpy. | a Mr. Ambassador. 

Ambassador Nurer. We have another story this morning, that the 
President is ill. He may have to have an operation. So all those 
things together have sort of kept us a little reluctant to bring the 
matter up again. It is possible we may still hear. 

Mr. Harpy. I thought it was very nice of the Foreign Minister to 
come over yesterday afternoon. 

Incidentally, Mr. Ambassador, if it would interfere with the pres- 
entation of these briefings for us to ask questions, maybe we can with- 
hold them until after each presentation has been made. 

Ambassador Nurer. I was going to suggest that we hold the ques- 
tions until after the session. I think it saves time; but please feel 
perfectly free to ask questions as you wish. 

Mr. Harpy. The only trouble with us is that as we go through these 
briefings if we withhold a question we forget it. We can’t read our 
own writing, occasionally. 

Ambassador Nurer. I'll ask Mr. Sandifer, our chief of political 
section, to tell you about the political picture in Argentina. 

(Discussion off the record.) 

Mr. Harpy. We certainly do thank you, sir. 

I note that the Provisional President is proposing to hold elections 
2s soon as he can get conditions proper to do so. Under that set of 
circumstances, what would be the prospect of having a pretty strong 
support for Peron policies threaten any new election that m: ry be held? 

Mr. SanviFer. I think that is one of the principal problems that the 
Provisional Government has to crack. The opposition parties have 
been badly divided. The Radical Party polled a substantial vote, 
over 214 million votes, but the only well-organized, strong party has 
been the Peronista Party, and they have got to find some way, in the 
period before they hold the elections, to siphon off some of that Peron- 
ista vote in support of another party. 

Mr. Harpy. Even if you break it up, and you have an attitude 
among the majority of the people, you’ve got something of a problem 
which would make it impossible for any coalition of other parties to 
offset a 70-percent majority, unless you had a very small percentage 
of your eligible people actually voting. What is the percentage ? 

Mr. Sanpirer. You can’t tell. That percentage has probably been 
reduced considerably by recent events. 

Mr. Harpy. It would have to be a whole lot. 

Mr. Sanpirer. You can have a considerable swing in this country 
in a short period of time, but what you say is undoubtedly true. 

Mr. Harpy. What percentage of the people eligible to vote actually 
participate ¢ 

Mr. Sanpirer. It is a very high percentage, because there is a pen- 
alty for failure to vote. It isa criminal offense not to vote. The per- 
centage in the last election was over 90 percent. 

Ambassador Nurer. Eight and a half million votes were cast in a 
population of eighteen and a half million people. 

Mr. Sanprirer. You have to show, because if you don’t appear at 
the polls and vote you’re liable to be arrested. 
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Mr. Harpy. That’s a very high percentage. You are going to have 
to change a lot of people’s thinking before anybody can hope to change 
that sentiment. 

Mr. Sanpirer. That’s the reason President Lonardi is making such 
an effort to court the support of the labor forces and to shift that 
support to his government. 

Ambassador Nurer. There is another thing we can’t figure— “how 
much support has the Peronista Party lost as a result of the attack 
on the clergy. The last elections were in April 1954; his attack was 
in October 1954—that is, his attack on the clergy. 

Mr. Sanpirer. The problem is greatiy complic ated by the fact that 
there is so much friction among opposition groups. Even now there 
isnounity. For example, most of the civilian members of the present 
Government are members of the Democratic, or Conservative, Party, 
and they polled only 100,000 votes in the last election. 

Mr. Harpy. That is the Democratic Party / 

Mr. vena Yes, sir. It is the Conservative Party. 

Ambassador Nurer. Incidentally, the Radical Party is almost a 
middle-of-the-road party. If anything, perhaps it is slightly to the 
right. 

Mr. Sanpirer. It has only one member in the Cabinet; that is the 
Minister of Agriculture. 

Mr. Brooks. Does the new administration give any indication of 
maintaining a more civilized police authority ¢ 

Mr. Sanpirer. One of their principal objectives is to restore con- 
stitutional rights, and a principal part of that program is to reorganize 
the police force and to reestablish the right of habeas corpus—no arrest 
without cause—and one of the charges they are making and bringing 
out in the investigations is the extent of torture used by the previous 
regime. 

Mr. Brooks. Do you think this new administration will do that ? 

Mr. Sanpiver. I think they have to do that. They have to make 
good on their promises to restore constitutional rights and liberties 
because that is the principal reason for their coming into power. If 
they don’t make good on it, they will soon be in trouble. 

I would say, on the basis of the w ay in which they came to power 
and what they say, that they would make good on it. 

Mr. Brooxs. Are the newspapers now “free to print the news as 
they see fit 

Mr. Sanpirer. President Lonardi made several statements. He 
said in his inaugural address that one thing he deplored was that the 
press did nothing but praise the Government. He said, “You can be 
sure you will never be punished for criticizing me.” All the public 
statements are to the effect that there is freedom of the press. They 
have opened the radios to the use of the opposition speakers. At the 
same time, there is very little evidence of the press taking advantage 
of this in the past 3 weeks. Only one paper has made any criticism 

Ambassador Nurer. There is a self-imposed censorship, I would say. 
I think they have to give themselves a chance to get firmly in the 
saddle. Youcan’t¢ -hange everything overnight. You have to ease into 
it gradually, and go just as fast as pou possibly ean. 
them a chance, we think. 

Mr. Sanpirer. We don’t know of any restrictions on the press. 


You have to give 
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Mr. Harpy. What is the Communist Situation, both among the 
Peronist group and non-Peronist groups ? 

Mr. Sanpirer. The C ommunist Party has not been very large here; 
t polled something near a hundred thousand votes in the last election. 
The party, of course, is less than that. There is some evidence of 
Communist infiltration in the leadership of the Peronist Party and 
Jabor unions. 

One of the problems bothering the present government and the 
Peron government, a year ago at this time, was the infiltration of the 
labor unions. In April and May of 1954, there were some strikes caused 
by Communist leadership. 

Mr. Brooks. Was there any suggestion that the Peron attack on the 
church might have had any Communist inspiration ? 

Mr. Sanpirer. As far as I know, there is no evidence of Commu- 
nist inspiration. They took advantage of it by condemning his church 
policy. 

Ambassador Nurer. That is perhaps an oversimplification. The 
Communists gave lip service to Peron as long as he was anti-United 
States. As soon as he switched around in July 1953, the Communists 
became anti-Peronistas. Now, at the present time ‘they are back in 
the Peronista camp because they feel the conservative is a strongly 
religious party. Besides, it keeps the pot boiling. 

Right now we have the Communists in the opposition again, just as 
they were in the opposition during the last 2 years of the Peron regime. 

Mr. Brooks. Have they put on : this supercilious smile dev eloped by 
the Geneva attitude? 

Ambassador Nurer. Yes; they have. 

Mr. Brooks. They have a friendly appearance ? 

Ambassador NuFer. Oh, yes; they go out of their way to call on 
and talk to their western colleagues ‘and be as fr iendly as possible. 

Mr. Brooxs. Do I understand that they are now affiliating with the 
Peronist group ? 

Ambassador Nurer. They are definitely in the opposition, whatever 
that may be. Anything that can harass the present government, they 
will be right there, for several reasons. One is because that is their 
stock in trade—keep things boiling. 

Mr. Brooxs. You don't think there is any likelihood that they 
may want to strengthen their own position with the government by 
supporting some of the present government’s policies ? 

Mr. Sanpirer. They may try the old trick, moving for a popular- 
front government, because they see the possibility—there i is not much 
change of getting a government which has an absolute major ity control 
in one party. They have suggested the creation of some kind of a 
coalition government. They would hope to make hay in that kind 
of situation. 

Mr. Meaper. Mr. Sandifer, there seems to be a great deal of appre- 
hension about Oc tober 17. What is the basis for that ? 

Mr. Sanpirer. In the first place, that has been one of the great holi- 
days on the Peronist calendar in the past. It was the day on which 
Peron, having been temporarily arrested by the military forces in 
1945, was released as a result of a mass demonstration on October 17. 
The laborers demanded he be released and he received a tremendous 
oo oe entirely voluntarily. Since then that has been a great 
day. 
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Mr. Meaper. Celebrated every year since then ? 

Mr. Sanpirer. Oh, yes; it was a national holiday. They are uneasy 
about the possibility of labor disturbances. There have been some 
strikes. They haven’t been serious, except the first few days after the 
revolution. They had trouble across the river in the suburbs where 
the packing companies are. Some people were killed over there. The 
Argentine people lived in a state of rumors from June 16 to Septem- 
ber 16—rumors of what the Government was going to do to the oppo- 
sition. Now all you hear is rumors as to what the Peron forces are 
going to do to the new Government. They are going to strike, there 
is going to be some kind of shooting, and so on. If you want to ven- 
ture a guess, there doesn’t seem to be any basis or likelihood of serious 
trouble, because the labor or ganizations have been deprived of their 
leadership. The CGT is being run by a new committee of two men 
from the former Peronista leadership. The trade union syndicates 
have been intervened by the CGT. 

The military leaders who might be sympathetic to some kind of 
move are under arrest, so the only possibility is for some kind of 
spontaneous trouble. The best information we get is there doesn’t 
seem to be a likelihood of real trouble on the 17th. 

The Director of National Security yesterday issued a statement 
warning people about making disturbances. The President issued a 
statement to the papers this morning warning labor that their toler- 
ance should not be taken as a sign of weakness, and they would use 
necessary force to meet force. 

The Minister of Labor called on the labor leaders yesterday and 
issued a very strong statement to them, so that the Government is 
doing everything possible to head off any trouble by intimidating in 
advance those who might start trouble. 

Mr. Meaper. Did they abolish the holiday ? 

Mr. Sanpirer. Yes. They restored October 12, Columbus Day, 
and those religious holidays, but they abolished October 17 and 
July 26, the anniversary of the death of Eva Peron. 

Mr. Harpy. That certainly has been very, very helpful. Thank 
you, sir. 

Ambassador Nurer. We will go on with a very brief summary of the 
economic situation. This is a very brief sketch, but we can fill it in 
with any questions you may have. 

Mr. Connett. Now that the Peron regime has ended, may be 
of interest to review some of its main can -— short- 
comings. 

Befor World War II, Argentina was industrializing at a moderate 

rate and had developed its agricultural production to record levels. 
During the war most Argentine exports brought high prices and, 
with imports severely restricted by war conditions, large exchange 
reserves were built up. Peron was elected President in 1946 on an 
economic program of industrialization and economic independence. 
He proceeded to use most of the foreign exchange accumulations 
(which totaled almost $2 billion) in retiring the foreign debt, in the 
purchase of foreign-owned railways, tramways and buslines, com- 
munication systems, and powerpl: ints; and later in the acquisition of 
industrial machinery for various factories which the Government 
then operated. 
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During this period, instead of stimulating agriculture, the main 
source of the countr y’s foreign exchange, Peron did almost the reverse 
by establishing unattractive Government-controlled prices for many 
farm products and requiring sales to be made to or controlled by a 
Government marketing agency. This agency then resold on the world 
market and used the profits i in part to finance the Government’s indus- 
trialization program. When the Government tried to bring produc- 
tion up again, the country ran into two severe drought years (1951 
and 1952) which reduced yields to an alarming extent. A year of 
austerity was proclaimed in 1952, during which Argentina (usually 
one of the world’s largest grain expor ters) actually had to import 
wheat from the United States to meet its domestic requirements. 
Thereafter Peron tried, with some success, to pull the country out of 
the hole. Though not abandoning the control system on agriculture, 
he increased Government purchase prices for several farm products 
and made larger loans to farmers through Government banks. Pro- 
duction increased but the prewar level was not regained. 

Peron worked under a succession of two 5-year plans which estab- 
lished overambitious programs of industrialization. As foreign ex- 
change availabilities dwindled it became necessary to place widespread 
controls over imports, prices, and allocation of materials. Total 
industrial output increased about 40 percent during his regime but 
other Latin American countries did better than that during the same 
period and in Argentina the increase was not uniform. To advance 
the Government’s projects it was necessary to skimp already estab- 
lished industry on import licenses for badly needed machinery and 
equipment, and even for spare parts. Thus the price paid by the 
country for some new industries under Peron has been to some extent 
the deterioration of already existing plants. 

In the labor field Peron’s policy was to decree periodic general wage 
increases. This started inflation which thereafter kept close pace 
with the wage boosts. By final count labor was not much better off 
than when the boosts began as far as real wages are concerned. Peron 
and his wife did, however, cater to labor, and by a variety of measures 
eave them a sense of social and political advantage and security. He 
established a retirement system for all workers, including many other 
fringe benefits, for which he set up one of the highest “contributor y 
cuts in the 25 percent of all wages and salaries, of which 14 per- 
cent is paid a employers and 11 percent by the workers. 

The new Government has announced a policy of m: untaining and 
improving all labor gains and of establishing free labor unions which 
did not exist under Peron. Other policies ‘of the new Government, 
as far as can be seen from statements of the President and Cabinet 
members, are: 

The encouragement of private initiative and the stimulation of all 
commercial and industrial activities, bearing in mind the dangers of 
an abrupt change from a rigidly controlled to a completely free 
economy. 

The provisional government says it will respect prior agreements. 
It. wants to create a state of justice for all and as the first step has 
completely restaffed the supreme court with judges said to be of high 
integrity and legal competence. 

It has come out in favor of democratic emplover organizations. 
Under Peron all chambers of commerce and industrial associations 
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were under one central body, the heads of which were state controlled. 

On petroleum, the subject of the proposed Standard Oil of Califor- 
nia contract had become such a hot political issue that the provisional 
President felt it necessary to come out against it and in favor of at- 
tempting to meet the country’s petroleum requirements through the 
Government’s own organization, YPF. 

As to monetary policies, the Government has expressed the determi- 
nation to stop inflation by reducing bureaucracy and public spending. 

The Government desires to return to free trade as rapidly as possible 
and to rebuild the country’s basic sources of production. It has ob- 
tained the cooperation of Dr. Paul Prebisch, an Argentine who is exec- 
utive secretary of the Economic Commission for Latin America at the 
United Nations, in the preparation of an exhaustive report on the 
situation of the Argentine economy. After this report has been pre- 
pared and studied with definite economic program of the provisional 
Government will begin to take shape. President Lonardi has empha- 
sized, however, that his is a caretaker government and that long-term 
policies must be left toa duly elected government. 

Ambassador Nurser. Thank you very much, Mr. Connell. 

Any questions / 

Mr. Meaper. The Government nationalized all utilities, did it, under 
Peron / 

Mr. Connetn. Yes, sir: as a matter of fact they are nationalized 
under the constitution, but some are still continued under private 
operation. 

Mr. Mraper. Power companies / 

Mr. Connetu. Some of the electric power companies were expro- 
priated, and some have continued to operate under private ownership. 

Mr. Mraper. What is the situation with respect to American private 
capital invested in Argentina, and how was the Peron Government 
responsible for increase or decrease in the rate of investment ? 

Mr. Conneti. At the beginning Peron’s attitude was very nation- 
alistic. He made a distinction between loans and credit. First, he 
retired the foreign debt, and his slogan of “Economic Independence” 
made him shy away from foreign government loans. But later he got 
in financial difficulties and began to seek credit. In the past few years 
his policies changed radically. He then made a definite bid for for- 
eign investment. 

Ambassador Nurer. Let me add a little to that. At first. during the 
first few years—7 or 8 years—he was in favor of nationalizing almost 
everything. He took over a host of industrial plants and they were 
expropriating some of the utilities and had already purchased many 
of them at the end of World War II. But when he r “alized that Gov- 
ernment operation of these utilities was inefficient, he began to change 
and tried to unload some of these enterprises back to private hands, 
encouraging private investment abroad, which brought some results 
and definitely changed the trend. It was gradually moving back into 
private ownership. Of course, he could not unload the railroads be- 
cause of the tremendous deficit, but he did try to get ont from unde1 
as many of the Government-owned enterprises as he could. 

After the Government expropriated 40 percent of the electric power- 
plant, they refused to expropriate any more. Now they are trying 
to get the companies to take over the plants and expand their activities, 


73434—56——_17 





240 TECHNICAL ASSISTANCE IN LATIN AMERICA 


and have given assurance there will not be any more expropriation. 
I imagine the new Government will encourage it even more. 

Mr. Mreaprr. Do you have an estimate of the total American capital 
invested in Argentina when Peron came in, and what it is now 4 

Ambassador Nurer. It is close to $400 million at the present time, 
approximately. It has not gone up a great deal since Peron’s time. 

Mr. Meaper. It has remained about the same? 

Ambassador Nurer. It would have doubled, or even more, had they 
entered into the oil contracts pending with Shell, Standard of Cali- 
fornia and other oil companies, because they were prepared to invest 
hundreds of millions of dollars. One company alone was prepared 
to spend $400 million on oil exploration. 

Mr. Harpy. What is the status of their foreign trade balance now ? 

Mr. ConneELL. Some years they have a favorable balance. In 1952 
it was very unfavorable; in 1953 and 1954 favorable. It is usually 
unfavorable with regard to the United States. 

Ambassador Nurer. The unconvertibility of European currencies 
makes it diflicult to pay us with the currency from the foreign 
countries. 

Mr. Harpy. What is the prospect they may be able to develop more 
exports to the oo States ? 

Ambassador Nurer. Very little. Their economy and ours are com- 
petitive rather than complementary. They produce the same things 
we do. The possibilities of any great increase are very remote. 

Mr. Harpy. What are we doing down here under Public Law 480? 

Mr. ConneLit. We made one operation. Another is under nego- 
tiation at the present time. On cottonseed oil. 

Mr. Harpy. What is the amount involved in those ¢ 

Mr. Conneti. The first operation was how much, Mr. Tetro? 

Mr. Trerro. Twenty thousand tons and at present thirty thousand 
tons. The first was $6 million; the second roughly $10 million. 

Mr. Harpy. What are the proceeds being used for—the local cur- 
rency ? 

Mr. Trerro. About $2 million is to be used for loans for eco- 
nomic development. Three and a half million is to be used for 
GSA tungsten purchases; and the balance, for our use, is pesos, 
part of it “for developing markets for agricultural products and the 
remainder for Fulbright-type cultural programs. 

Mr. Harpy. Is there a fixed rate of exchange / 

Mr. Trerro. That is the official free rate of 14 to the dollar. 

Mr. Harpy. That is not very free. 

Mr. Trerro. No, sir. The so-called parallel rate is close to 30 again. 

Mr. Harpy. How did we get that rate ? 

Mr. Terro. The primary reason is 90 percent of the 20,000-ton 
arrangement has a fixed repayment at the same rate. 

Mr. Harpy. Why do they put such an exchange guaranty in these 
things? Asa matter of fact, we are getting just half of our dollar’s 
worth, on the basis of the present exchange rate. 

Mr. Trrro. No, sir; the cottonseed oil is converted at 14, and the 
tungsten will be paid for at the 14 rate, and the loan is at the 14 
rate also. 

Ambassador Nurer. Practically the whole thing will be repaid by 
Argentina. It is all going to be repaid to us, in dollars, at the same 
rate we are giving it tothem. 
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Mr. Harpy. If we are getting $314 million in tungsten—has the 
price of tungsten gone up ¢ 

Mr. Terro. No, sir. 

Mr. Harpy. Your prevailing exchange rate now is 28, instead of 14, 
isn't it. 

Mr. Trerro. Yes, sir. 

Mr. Harpy. If we had dollars converted on the basis of 28, we would 
get twice as much tungsten, wouldn’t we ¢ 

Mr. Terro. No, sir; because we buy the cottonseed and steel at the 
14 rate. 

Mr. Harpy. What percentage of this program has been carried out ? 

Mr. Trerro. So far there has been only one payment of half a million 
dollars. 

Mr. Harpy. And the cottonseed oil hasn’t been delivered ¢ 

Mr. Terro. Yes, sir; the first shipment has come in, but only one 
§-month quota of tungsten remains. 

Mr. Harpy. I suppose there is pretty complete utilization of local 
currencies, but where you have any unobligated—unprogramed expen- 
ditures of local currency—it might be a considerable disadvantage; is 
that mght? 

Mr. Trrro. Yes, sir. In the 20,000 tons only about 10 percent falls 
into that. 

Mr. Harpy. How about the other cases / 

Mr. Terro. It is not settled. Only 600,000 tons at par. Most of 
the rest of it will be repaid at the same rate at which it is loaned. 

Mr. Harpy. That program has not been completely worked out yet / 

Mr. Terro. That is right, sir. 

Mr. Harpy. Does that mean that the delivery of it on our side is 
firm but 

Mr. Terro. No, sir; the actual quantities of the cottonseed oil have 
not been determined. It will probably be 30,000 tons. 

Mr. Harpy. And no program at all with respect to what we will get 
in lieu of the local currency ? 

Mr. Terro, That has not been determined yet. However, the pres- 
ent negotiations, as we understand them, are being « arried on in 
Washington, not here. 

Mr. Harpy. I understand that, but that does not make it any more 
palatable to me. 

Mr. Terro. The present program is 60 percent for loans for economic 
development, 30 percent for tungsten or other ores, and the remainder 
split between markets for agricultural products and the cultural 
exchange. 

Mr. Harpy. Let’s go back to the other program. We have $2 mil- 
lion Joans for economic development. To whom? Argentine 
economy ¢ 2 

Mr. Terro. Yes; with a repayment schedule over 10 years. 

Mr. Harpy. And what is going to be our convertibility when they 
pay off? 

Mr. Trerro. They will be pee as dollars at the 14 rate. 

Mr. Harpy. We will get $2 million back ? 

Mr. Terro. Yes. 

Mr. Harpy. We come out all right on that, apparently. 
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On this new program that is now being developed, it is expected 
that you will have 60 percent for loans, which also will be repaid as 
dollars at the same rate? 

Mr. Terro. As dollars; yes, sir. 

Mr. Harpy. Did I understand there is also third program under 
contemplation ? 

Mr. Terro. No, sir; just the two. 

Mr. Harpy. Who makes the determination on what type of loan 
will be made ¢ 

In some countries where we have an ICA program operating, pre- 
sumably there would be some coordination there, but you don’t have 
that here. 

Mr. Trerro. No, sir. 

Mr. Harpy. Who makes the approval of the loan? 

Mr. Trerro. That has not yet been decided. Under the Executive 
order the ICA would still do it, but I understand the ICA has not 
made any provision for it. We sent a telegram, I believe in July, 
asking what was to be done for the negotiation of the loan agreement. 
That has not been done even for the first program. 

Mr. Harpy. So you could not go ahead with it—that loan program 
under the first contract ? 

Mr. Trrro. No, sir. Under the Executive order, that is a responsi- 
bility of the ICA. They, with State, would negotiate the agreement 
and ICA would neogtiate the loan programs. So far I don’t think 
there has been any arrangement for the handling of the loan program 
in Argentina. 

Mr. Mraper. Does the Export-Import Bank have sizable outstand- 
ing loans in Argentina ? 

Ambassador Nurer. Yes. In the early part of 1950 the Export- 
Import Bank extended a $125 million credit to Argentina, of which 
about $96 million was actually used. That credit was to repay Amer- 
ican exporters who had not been able to collect for their shipments 
to Argentina because of the sudden scarcity—almost complete ab- 
sence—of dollar exchange. All that money, as you probably remem- 
ber stayed in the States and went to the American exporters. That 
credit of $96 million actually used is now being repaid by Argentina. 
They are meeting their interest and amortization payments very reli- 
giously. There is nothing else except a $60 million credit still being 
negotiated, for a steel mill. The contract was never finalized or signed. 
It is on the books of the Export-Import Bank. I saw from today’s 
paper that the chargé d’affaires of the Argentine Embassy in Wash- 
ington told Mr. Holland that was still open. They want to study it 

Mr. Knox. I should like to inquire relative to the economy of the 

agricultural interests in Argentina, in comparison with the economy 
of the worker or merchant, as to what their comparison is on a dollar 
basis of earnings. 

Mr. Trerro. On an hourly rate or whatever it should be / 

Ambassador Nurer. You mean the worker ? 

Mr. Knox. Yes. How dos the worker compare with the farm oper- 
ator onan hourly rate / 

Mr. Trerro. It is a little difficult to answer that directly. The aver- 
age wages for labor here, skilled category, would be about a thousand 
pesos a month. For the equivalent man in the farm operations, it 
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is nearly the same. Your unskilled labor probably runs about 80 per- 
cent of what the skilled laborer gets in industry. 

Under the Peronista regime was a complete program, only com- 
pleted last year, for fixing the wages of all labor all over the country. 
They have tried to raise agricultural labor to some extent to keep 
them on the farms, because most of them were coming to the city. The 
farm operator is even more difficult because most of agriculture in 
Argentina is in the hands of very large operators. Even under Peron 
that didn’t change. There was very little expropriation of farm prop- 
erty. They determined the prices they would pay the farmers, and 
also determined the prices he had to pay for the things he got; be- 
cause of this there was a drastic reduction of your farm incomes. I 
really couldn’t say what an average figure to be compared with labor 
would be. 

Mr. Knox. What agricultural products are exported in Argentina, 
outside of meat ? 

Mr. Trerro. The grains. 

Mr. Knox. What grains? 

Mr. Trerro. Wheat is their biggest export, by far. Corn has been, 
and still is, the second biggest. Last year, for example, they had 
about 7 million tons of total grain exports; and of this amount 3 
million was in wheat and 2 million in corn. 

Mr. Knox. What about flax? 

Mr. Trrro. In recent years they shipped flax entirely as linseed 
oil. They have shipped overseas 20,000 tons of linseed oil. 

Mr. Knox. All behind the Iron Curtain ? 

Mr. Trerro. Not all of it. Quite a bit went to central Europe. Prob- 
able not more than a third, in the last 2 years, behind the Iron 
Curtain. The rest to Western Europe. 

To us, tung oil is another important export, and fruit—apples and 
pears—are heav y exports. Compared with grains and meat all of these 
others are small. 

Mr. Mountatn. Mr. Tetro, does the Argentine have a trade agree- 
ment with the Soviet bloc countries ? 

Mr. Sanpirer. They have agreements with Czechoslovakia, Ru- 
mania, Poland, and the U.S. S. R. 

Mr. Mountain. How extensive, in total amounts of money involved, 
are these agreements ? 

Mr. Sanpirer. I think it, overall, comes to about a hundred million 
dollars. 

Mr. Terro. At least that much, or double that. 

Mr. Mounrarn. Are these recent agreements, or long-standing? 

Mr. Sanpirer. Of several years, 3 or 4 years. The U. S. S. R. 
agreement has been running for 2 or 3 years. 

Mr. Terro. They usually renegotiate each year on the terms of 
these bilateral agreements, even though the general agreement may 
have been in effect for some time. They get “together ‘for a meeting 
each year. 

Mr. Mountain. Can you tell us where the balance of this trade now 
stands—whether or not the Soviet bloc countries are in default? 

Mr. Terro. They have been. 

Mr. Mountarn. How extensively ? 

Mr. Terro. Argentina has credit of about $40 million as of the 
beginning of this year, which they have been using up. 
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Mr. Mounrarn. What are the reasons for it, in terms of local con- 
ditions? Is there some reluctance on the part of Argentina to buy 
the products offered ? 

Mr. Terro. Yes. Argentina wanted to buy machinery and capital 
goods, but the Russians—all their literature is in the Russian language 
and the machinery is not too modern and not known here. 

A movement developed under the trade agreements in those lines. 
The Russians, last June, to counteract that, brought their trade exhi- 
bition here, which is principally industrial equipment, machinery. 
That went on about a month, after which the Argentine Government 
purchased all the exhibits—machinery and equipment in the exhibits. 

Mr. Harpy. I saw some vodka in one of the windows down the street. 

Mr. Terro. Perhaps that was taken over as well. 

Mr. Mounrarn. Mr. Ambassador, I wonder if the subcommittee 
could have a submission from Mr. Tetro, for our record, outlining 
the picture on this particular subject in terms of the kinds of goods 
offered and the kinds of goods in default, and the amounts of money 
as they currently stand ? 

I believe none of this is classified. 

As of possible interest in this connection, it might be stated that it is point- 
less to try to correlate quantities of goods actually traded with the amounts 
specified in the various trade agreements, the latter having no significance beyond 
serving as a vague indication of the types of goods that may be traded. In actual 
practice, it is rare indeed that the two sets of figures come near coinciding. The 
Argentine-Russian agreement of August 5, 1953, is a good example of this. The 
original lists of goods to be exchanged were extended for a second year without 
change. Some of the articles listed—wool, sheepskins, lard, and cheese, for 
instance—have not been traded at all, or at least not before the end of the first 
quarter of 1955. Others have been traded in much greater or smaller quantities 
than those mentioned in the agreement. The following is a comparison through 
the first quarter of 1955. 


Exports 


Amounts in Amounts 
lists ! traded ! 


Tons e 
Cowhides_ _- 14, 23, 005 
Quebracho extract R85 
Linseed oil 74, 185 
Preserved meat 5 304 
Port... 7 3.001 
Mutton 23, 874 
Crude oil... 5 207, 250 
Coal 7 on 
Pig iron_.- 2 9, 557 
Sheet iron 2 23, 802 
Pipe : 9 999 
Carbon black-_-- 4 63 
Rails and accessories _ - -. : 0, 76, 961 


1 Provisional waiees Ss. 


TRADE WITH THE Soviet BLoc—Commopity DETAIL, QUANTITY, AND VALUF, BY 
COUNTRY OF ORIGIN AND DESTINATION—FIRST QUARTER 1955 


There are attached complete tables showing the weight and value of Argentine 
trade with the Soviet bloe during the first 3 months of 1955 by commodity and 
by country of origin and destination. There are also attached tables showing the 
total peso value of exports to these countries for the first half of 1955 and imports 
from them for the first 4 months. Figures for East Germany are not included, 
but they are believed to have been relatively unimportant. 
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Overall peso figures on trade with the Soviet bloc are given below for the first 
and second halves of 1954 and the first quarter of 1955: 


l ~ | 
rT 
| Ist half 1954 | 2d half 1954 | 1St Quarter 


1955 
| 


Argentine exports.........--..---------- casvanccdcccescacex) SRI! Saka 76, 751, 442 
Argentine iperts............+......- : en ee Ue a 188, 110, 351 


649, 058, 816 549, 234, 518 264, 861, 793 


In addition to the data given in the above table, it might be stated concerning 
Argentine trade with the Soviet bloc, that exports’ totaled 248,121,350 pesos dur- 
ing the first 6 months of 1955 and imports * 232,910,739 pesos during the first 4 
months. 

This indicates that Argentine exports rose slightly more than 3 percent, imports 
about 11 percent and total trade about 8 percent in the first half of 1955 as 
compared with the last half of 1954. 

While no figures are available for any month since June, it is understood that 
both exports and imports dropped sharply in the third quarter. They are said 
to be increasing now, but totals for the second half are expected to be somewhat 
below those for the first. The reasons for the decrease in exports are (1) a 
deliberate (but probably unsuccessful) effort on the part of the Argentines to 
reduce credit balances with bloc countries and (2) reduce supplies of exportable 
products. The drop in imports is attributed to maneuvers on the part of the 
bloc countries, particularly the U. S. S. R., to maintain their debit balances 
with Argentina. An Argentine official has stated that the bloc countries always 
attempt to tie in sales with purchases and, when this is impossible, use delaying 
tactics to prevent the Argentines from obtaining goods. 

What the future of trade between Argentina and the bloc countries will be 
is almost pure speculation. Some trade sources are of the opinion that exports 
to bloc countries have passed their peak and that imports from these sources 
will be limited by the reduced volume of exports. They state that Argentina 
does not at present have accumulated stocks of goods for sale to the bloc and 
that what is available in the future will likely be absorbed by traditional markets. 
Countries of the Soviet bloc, they point out, were never important trading partners 
for Argentina. Before the war, Argentine trade with all the countries of what 
now constitutes the Soviet bloc, including East Germany, accounted for only an 
estimated 3 or 4 percent of the total. Furthermore, postwar trade with the bloe 
has been based on bilateral agreements and has been carried on largely by Argen- 
tine Government entities. If, as is strongly indicated, the new Government 
steers away from bilateralism and returns foreign trade to private channels, 
they say that private traders generally will, by preference, deal with western 
countries. 

Others take the stand that, with the more liberal policy the new Argentine 
Government apparently intends to take toward agriculture, sizable production 
increases may be anticipated, making available larger quantities of agricultural 
products for export to bloc countries. With regard to imports, they say that, 
regardless of their preferences in trading partners, private traders would be 
quick to eliminate the credit balances built up with the Soviet bloc if they were 
accorded exchange permits to import from bloc sources. 

As complete peso figures on trade are unavailable, even for the first half of 
1955, and as peso and dollar trade figures cannot be correlated, it is impossible 
to know just what has happened to Argentina’s balance of payments position. 
It is doubtful, however, that Argentina has been able to reduce substantially, 
if at all, the credit balance of $42.8 million she had with the bloe countries at the 
close of 1954 (despatch of May 9, 1955). 

Howarp R. BRANDON, 
Second Secretary of the Embassy 
(For the Ambassador). 


1 Exclusive of trade with East Germany. 
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Exports—I1st quarter of 1955 


Article number and article(s) 


ALBANIA 


Encomiendas postales y otras !............--.---------- Sic eaeuaiencs 


BULGARIA 
Encomiendas postales y otras ! 
CHINA (COMMUNIST) 


Extracto de quebracho 
Encomiendas vostales y Otras ! 


OEP dite: totsicamidiing, 


CZECHOSLOVAKIA 
Cueros vacunos salados 
Trigo 
Maiz $ i 
Encomiendas postales‘y otras ! 


Azti car Chen a5 
Encomiendas postales y otras !- - - - 


Total 
HUNGARY 
Cueros vacunos salados aii tcc 
Cueros vacunos de descarnes, curtidos 0 sin 


WOM eons i iste at ass bing 
Encomiendas postales y otras ! 


POLAND 
Cueros vacunos salados..-..........---.---- pie esnades 
Tripas saladas 
Extracto de quebracho-_- 
Eneomiendas postales y otras |. ................-.--..-------= bdnadhe 


Total 


Extracto de quebracho- 
Encomiendas postales y otras ! 


Total 


Cintas o peliculas cinematogr4&ficas impresas 
Encomiendas postales y otras ! 


Total 


AMERICA 


kilograms Peso value 


4, 358 


6, 923, 671 


140 


2, 941,013 | 
93 


2, 941, 036 6, 923, 811 


180, 855 
8, 429, 332 | 
5, 744, 912 | 

4,918 72, 165 


14, 360, 017 4, 765, 526 


4, 097, 958 
1, 980 


1, 635, 085 
21, 263 
1, 656, 348 


4, 099, 938 


39, 425 
18, 996 
34, 646 
4, 959 


65, 052 
102, 075 
122, 497 

61, 842 


351, 466 


128, 026 | 


2, 005, 734 | 

9, 990 

101, 044, 017 
53, 129, 359 | 
491, 700 | 

8, 992 


4, 946, 946 

40, 838 

32, 722, 545 

9, 503, 316 

1, 099, 980 

116, 156 
156, 689, 792 


48, 429, 781 


2, 422, 002 
359, 055 


4, 029 | 


6, 580, 534 
841, 015 


7, 486, 991 


696, 486 | 
2, 267, 554 
82 | 
373 


2, 964, 495 


1, 034, 154 
5, 809, 243 
280, 474 
7, 493 


7, 131, 364 





1 Este rubro se forma con aquellos articulos exportados por encomiendas postales y en partidas que por su 
pequefia importancia no fueron distribufdas en los distintos articulos de la nomenclatura de exportacion. 
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Imports—Il1st quarter of 1955 


Article number and article(s) Kilograms Peso value 


CZECHOSLOVAKIA 


Otros 4 cidos y compuestos- ---_---- a : ere ; 3, 300 
Libros impresos en general gia 3 
Impresos comercials en litografia © timbrados: facturas, memo- 
randums. - - - eee ; . 50 
Pino spruce en tablas, té ablones, tirantes, alfajias, etc., sin cepillar 13, 287, 045 
Hierro en chapas, sin. a . ieociaeaiacca 3, 858, 744 
Hierro en perfiles L. T. U. Z. y otros, sin trabajar ie watioke 3, 233, 750 
Tirantes de hierro eR bpeace sated ate : 1, 679, 603 
Demias herramientas de hierro__- isaslcue aaa senbahe dees YA 
Demias articulos de hierro 0 acero 5 
MaAquinas y motores diversos y sus re puestos, hasta 100 kilogr ramos 53 
MaAquinas y motores diversos y sus repuestos, entre 100 y 500 kilo- 
gramos , 639 
Maquinas y motores diversos Vy sus repuestos, “entre 500 y 1000 
kilogramos- poe si , 004 
1306 Ma&quinas y motores diversos y sus Tepuestos, de mas de 1000 
kilogramos , ae Sweet taae sc aadl : 3, 420 . 162, 970 
1347 Repuestos para mAquinas agricolas —. ee eee 32, 163 51, 105 
1352 Accesorios y repuestos para aeroplanos, incluso motores aie , 191 
1523 Tierra hidraulica o romana (cemento portland) ; come oa 2, 827, 013 
1822b Cintas o peliculas cinematograficas impresas, mudas 0 sonoras, 
positivos y negativos 
1937 Demis Utiles, instrumentos y aparatos de medicina y farmacia 
1942 L&pices sin combinacién y los para papel, inclusive los lamados al 
pastel _- ‘ eee x 67, 366 


SO 6K chins sk serena ed ten Ris 40, 248, : 


HUNGARY 
0557 Anilina negra_..___- : scene sitet 59, 035 
0558 Anilina de otros colores_____-____- eae siitaleal 11, 468 
0869 Flores de manzanilla y tilo ea a etme 10, 000 
5, 052 1099 Cafies de hierro dulce o batido______._...-------- 2, 674, 005 
2,075 1198 Limas, escofinas o raspas aa 2 5, 632 
1304a M Aquinas y motores diversos y sus re puestos, hasta 100 kilogramos __ 3, 350 
1306 Maquinas y motores diversos y sus repuestos, de mas de 1000 kilo- 
| ee ee ee — 50, 480 
1322  Demas motores y sus Tepuestos. ; 22, 440 39, 066 
1356d Accesorios y repuestos para automéy iles Vy ci amiones: para mM otor 025 31, 444 
1356e Accesorios y repuestos para automoviles y camiones: para encendido- 280 30, 815 
1363 Coches para ferrocarril-_- a : a : , 628 3, 727, 538 
1365 Materials para ferrocarril pene ae - eens i. 54, 587 , 767, 937 
1567 Cristales para anteojos_.......-.-- ; 331 24, 246 
1652b Hilo de goma para el telar- __- , 26, 860 563 
1730b Audiones communes de recepcién pa ira radiotelefonia_ - ae 31, 654 379, 876 
1730c Audiones amplificadores be ara radiotelefonia , 454 35, 895 
1748 Conmutadores en general, incluso estaciones telefOnicas con s 
conmutaciones internas. peoginne ; d , 146 , 070 
1752 Lamparas incandescentes y las tipo fluorescente 5, 416 1, 395 


1783 Peliculas fotograficas y radiograficas : ; 7 21, 776 750, 001 


Total_- seas acne anaes aha a 3, 189, 567 5, 265, 260 
POLAND 

0557 Anilina negra ad . ; 5, 384 
0558 Anilina de otros colores 000 ] 
0774 Potasio, hidrato impuro (potasa céustica) a 52, 053 3, 715 
0796 Sodio, bicromato__-_-_-_-_- , 832 5,7 
0828 Demas substancias vy productos quimicos y farmacéuticos para “uso 

industrial o medicinal_ 4, 576 2. 660 
0913 Otros insecticidas y parasitic idas en extracto, liquido, pasta, etc 912 25, 800 
0998 Pino spruce en tablas, tablones, tirantes, alfajias, etc., sin cepillar__| 9, 715 , 142, 881 
1057 Rieles para ferrocarriles o tranvias i | , 019, 046 59, 174 
1523 Tierra hidrdulica o romana (cemento portland) : ; | 73, 397, 000 ‘ 269 
1627a Carbon de piedra________- ; J ; oe neue . , 823, 000 , 968, 275 


tack atte ce miemoets oe Cs rae 249, 318, 5 38, 470, 817 


RUMANIA 


Pino spruce en tablas, tablones, tirantes, alfajias, etc., sin cepillar-- 
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Imports—1st quarter of 1955—Continued 


Article number and article(s) Kilograms | Peso value 


0557 ~Anilina negra z et ‘ c 37, 78 389, 687 
0558 nama otros colores...__. da ae asec 2 442, 381 
0562 Carbon, negro de humo, etc., en cascos 0 ¢ ufiete : 13, 6 97, 508 
0630 Otros sales de amoniaco.-_-._-..-.-- is = J bd 41, 250 
0631 Antipirina y sus sinénimos Sait aceite anaes Bek 2, 700 
770 Potasio, bromuro e hiposulfito ; | 5, 455 22, 500 

0793 Salol en general i 05 1, 875 
0810 Otros sales y compuestos de sodio_ Q, ¢ 38, 160 
0817 Urotsopina y sus sinénimos : eineae 3, 36 37, 275 
0828 Dema’s substancias y produc tos quimicos y farmac 

uso industrial 0 medicinal ainciaamah 32, § 141, 750 
0867 Hojas medicinales o industriales no mencionadas ne . 0: 6, 300 
Goes Paores Ge maneenies F Gio. . 2663.56 Lek, emt a ee] 20, 66, 000 
0879 Rafces y rizomas de genciana, rag: ‘aliz, calamo, etc. __- 9, 45 24, 810 
0998 Pino spruce en tablas, tablones, tirantes, alfajias, ete., sin ce poplar ur 5, 307, 3 3, 777, 743 
1054c Hierro en lingotes, para fundici6n Shee eae 29, 907, 6: 13, 291, 645 
1055 Lingotes de hierro para laminacion, no t¢ arifados 5, 940, 045 9, 663, 698 
1056b Acero sin trabajar en barras, planchas o planchue las, hasta 0.40 

por ciento de carbono.. -.- RET 3, 460, 845 2, 988, 737 
1056c Acero sin trabajar en barras, planeha is O pl: inchuelas, con mas de 

0.40 por ciento carbono.-.---- _ wrtieidostncahtadide bceinaats. 3, 487, 89: 6, 279, 617 
1057 Rieles para ferrocarriles o tranv ict .c.iads 4 de, ddebin , 106, 556 2, 091, 924 
1059 Hierro en chapas, sin trabajar. ___.__--- eel 4, 800, 075 4, 396, 831 
1099 Cafios de hierro dulee o batido % bie iia 2, 650, 855 4, 045, 868 
1115 Ruedas y ejes de hierro no tarifados os (idee dtee we Pk , 660, 26: 3, 012, 758 
131la MAquinas y sus repuestos para expleraciin y acién de minas_ . 605 58, 650 
1361 Locomotoras __- : nies a oes sede oa 195, 000 
1362 Piezas de repuesto para loc omotoras a — arialinatedaite 7, 520, O88 
1365 Materiales para ferrocarril. -.-: 2, 578, 96 3, 771, 728 
1494 Teodolitos__- 11, 850 
1495 Demas instrumentos fisicos, e te... O73 12, 075 
1621 Fuel oil. _-- i ; 92, 890, 8, 540, 720 
1621¢ Gas oil 55, 
1622 Petrdleo natural o en bruto ps ara refinacion ‘, 29, 412, 3 576, 810 
1822b Cintas o peliculas cinematograé ficas impresas, mudas 0 sonores, 

positivos 0 negativos. _ _. ites ‘ pisses 17, 371 


TOM... dtu cs gel habeas eee ere ; 256, 099, 83, 817, 364 


Peso value of Argentine exports first half and imports first 4 months of 1955* 


Exports, 6 Imports, 4 


Ce ry 
yuntry months months 


Albania 6, 598 
Bulgaria 8, 974 
China f 7, 203, 247 
Czechoslovakia_. 10, 095, 376 41, 328, 940 
Hungary - 4, 203, 227 22, 716, 603 
Poland ___-__- 118, 312, 248 47, 573, 227 
Ruan -_ 1. sheds sebelah j 16, 971, 463 26, 625, 842 
U. » ae saatindet eds ‘ E : 91, 320, 217 94, 666, 127 


Total_- ‘ . iimmneie acti ‘ 248, 12 21, 350 232, 910, 739 


41 Exclusive of trade with East Germany. 


Ambassador Nurer. They never have, to our knowledge, shipped 
any strategic material behind the Iron Curtain. They have been very 
careful about that at all times. 

Mr. Knox. Aren’t the Iron Curtain countries in desparate need of 
oils? 

Mr. Terro. Vegetable oils ? 

Mr. Kwox. Yes; isn’t that true? 

Mr. Terro. They have been. To put it a little differently, their 
consumption is very, very low. It is the only country I know of that 
uses linseed oil for edible purposes, which means you are getting 

rather desperate. 
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On the linseed oil, there is some question as to whether or not ship- 
ments would be considered strategic, and they were told it was not 
in a higher category of strategic goods, and they shipped it. Even 
then, the shipments are not direct. 

In a way, you are right. The oils would be considered strategic in 
a certain sense. 

Mr. Brooxs. One question about the oil industry. Do you know 
what the total import of oil is in Argentina? 

Ambassador Nurer. The equivalent of about $200 million, at the 
present time. 

Mr. Brooxs. What percentage is from the United States? 

Ambassador Nurer. About 50-50, 50 percent British, 50 percent 
United States. 

Mr. Brooxs. How much in American dollars do they produce in 
Argentina { 

Ambassador Nu¥rer. Now, about 40 percent of their consumption. 
That would be about roughly $160 million. 

Mr. Brooks. Does it seem possible to you that they could produce 
enough oil in their own country, with their own facilities, to meet 
their needs? 

Ambassador Nurer. Eventually, I think perhaps—but it takes an 
awful lot of money. One prominent American oilman said that in 
order to produce 125,000 barrels a day, they would require an outlay 
of $500 million for exploration, pipelines, et cetera. 

Mr. Harpy. Mr. Brooks has constituents anxious to put that up. 

Mr. Brooks. I don’t know about that. Iv’e got six refineries in my 
own hometown. 

Do you think there is a possibility that they are going to have a 
lessening of that restrictive attitude toward the petroleum industry 
here, and maybe be more receptive toward modifying the contract 
for exploration development? 

Essentially, what kind of contract did they have? What kind of 
percentage basis, royalty, et cetera ? 

Ambassador Nurer. Mr. Connell can teli you more. It was 149 
pages long, in fine print; so I didn’t read it. I understand it is essen- 
tially the same contract, with the same conditions, as the one they 
have in Venezuela; it’s the same type of contract they have in Saudi 
Arabia, Peru, et cetera. 

Mr. Connex. It is supposed to be a 50-50 split basis. It is very 
complicated because it was worked out on 14 to 1, and provided for 
turning over production to YPH, the government monopoly, until 
the country was self-sufficient ; after which the company could engage 
in local refining, exploration. The objection Argentines had to it 
was principally over some conditions providing for construction of 
airfields—something taken as a matter of course any place where they 
have oil production and oil contracts, but down here the political 
opposition made a terrific point of it. 

Ambassador Nurer. Yes; they claimed they would be military bases 
for the United States—the opposition claimed that. 

Mr. Brooxs. Oil companies are not likely to build that kind of an 
airport. 

Mr. Jonnston. Actually it covered a segment of Patagonia; didn’t 
it? 

Ambassador Nurer. No, no. 
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Mr. Harpy. Very interesting and helpful. 

Mr. Meaper. Are the reserves estimated as adequate for Argentina’s 
needs ¢ 

Ambassador Nurer. I think all the reports indicate they have very 
large reserves here. Apparently that is proven by the fact they seem 
to find oil almost everywhere they have sunk a well—north, south, 
middle of the country. Very large reserves. Nobody knows until 
they get started drilling, actually. 

Mr. Brooxs. Actually, the oil companies in the United States are 
very solvent in their operations, to say the least, and finance their 
own operations through bonds and loans and don’t seem to have ex- 
cessive trouble financing a pretty expanding sort of operation. Even 
building new refineries and extensive pipelines. What I don’t under- 
stand is why, if this oil operation produced $160 million worth of 
oil a year, they couldn’t tinance pretty substantial expansion. 

Mr. Connety. That is precisely what they are planning to do now. 
They plan to develop the present YPF. 

Ambassador Nurer. Your question is, it doesn’t produce it, it saves 
that much foreign exchange. They would have to spend $360 million 
in foreign exc hange. It doesn’t produce foreign exc ieiex with which 
they could buy foreign equipment. It is just a saving “of that much 
foreign exchange. They still have to spend $200 million a year. 

Mr. Brooxs. "They do lose money on the development. and refining 
of the oil produced now in Argentina. They are running at a con- 
stant loss; aren’t they / 

Ambassador Nurer. They must make money on it, at least if the 
field is producing. Of course, YPF has enormous expenses in the 
other fields where they are exploring, but the field they have in pro- 
duction would be economical. That is the project the provisional 
government plans to carry forth. They say they have unutilized pro- 
duction in fields already developed. They proposed the construction 
of pipelines to those fields in order to be able to better utilize that 
production. They think that they can finance that. They think that 
they have proved reserves, sufficient in those areas, so that the addi- 
tional oil will pay for the construction of the pipeline. It is to be a 
6-inch line. 

Mr. Harpy. If I might return to Public Law 480 for a minute; 
what does Argentina export now that might be in competition with 
articles we might furnish under Public Law 480? 

Mr. Trerro. Wheat, mostly. 

Mr. Harpy. What else besides this export of wheat? 

Mr. Trrro. They have exported a little bit of cotton. 

Ambassador Nurer. Mr. Herron, the public affairs officer, has a 
brief paper to read. 

Mr. Harpy. Fine. 

Mr. Herron. The purpose of this briefing will be to outline only 
the main objectives and elements of the USIS program in Argentina, 
and to give some concept of its scope and the diversity of its activities. 

This brief narrative outline is supplemented by a graphic presen- 
tation of the operation which can be made av ailable to each of you 
after this session, or if you prefer can be forwarded to you in Wash- 
ington, D. C. 
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President Eisenhower has stated the purpose of the USIS very 
succinctly : 


It is not enough to have policies dedicated to peace, freedom and progress. 
The policies must be made known to and understood by all people throughout 
the world. That is the responsibility of the USIS. 

If, as the President. has said, United States “policies must be made 
known to and understood by all peoples throughout the world,” what 
then are the messages which the USIS is bringing to the Argentine 
people? There are a good many facets to U nited States foreign policy, 
but USIS output on international issues emphasizes such themes as 
this: 

The United States is decidated to maintaining the security of 
the free world. 

. The United States not only follows a policy which will lead to 
peac e. but one which will promote the welfare of other peoples. 

The United States has an atoms-for-peace and a science-for-peace 
progr am. 

The United States respects the sovereignty of other nations, but 
is adamantly opposed to the subversive design of international com- 
munism. 

In our relations with the nations of this hemisphere the United 
States stands ready to work in the economic, political, social, and 
cultural fields through the framework of the inter-American system. 

6. And, specifically, in our relations with Argentina the USIS 
assists the Embassy in achieving policy objectives, and is engaged 
particularly in strengthening cultural ties and building a stronger 
base of economic cooperation. 

Those are the objectives of the USIS program. What follows is 
only a bare outline of the USIS operation in Argentina. 

USIS operations are carried out through the Lincoln Library in 
Buenos Aires, through 5 outlets in the interior cities and by coopera- 
tive activities organized through the 5 binational centers in the cities 
of Cordoba, Rosario, Buenos Aires, Villa Maria, and Villa Dolores. 
The USIS publishes a monthly magazine, Informaciones, distributes 
the main declarations on United States foreign policy delivered by 
spokesmen of the United States Government, conducts a countrywide 
exhibits program, and engages in diverse radio, motion-picture, press, 
and TV activities. 

The cultural program has many aspects: A two-way exchange of 
persons program conducted under the provisions of Public Law 402, 
facilitative aid to Argentines visiting the United States, and coopera- 
tion with Argentine and United States foundations and institutions 
engaged in their own type of exchange-of-persons activities. Other 
cultural activities include a book-presentation program, lectures by 
Argentines on topics relating to the United States, and a_book- 
translation program in this city, which is one of the main publishing 
centers of the Spanish-speaking world. 

Opportunities for making known to the Argentine people the peace- 
ful policies of the United States promise to be greater in the future 
than they have been in the past. If, as seems certain, this nation 
returns to the principles of free press and radio, those media will be 
more accessible to the USIS. 

Certain favorable factors exist now, as they have in the past. The 
most important is the receptivity of the Argentine people to infor- 
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mation about the United States. Argentines—be they officials or of 
whatever special group or sector of society—are obsessed with the idea 
of bringing their country along the path of progress and development. 
They realize that the United States is the foremost Nation of the 
world and that they must look to the United States in the fields of 
science, technology, industrial development, and so forth. ‘That ex- 
plains the natural attraction toward the United States. As in so 
many countries, however, Argentines do not appreciate fully the 
contributions of the United States to the arts and in the cultur al field. 

This deep interest is manifesting itself in the provincial capitals 
of Salta, Tucuman, and Mendoze where binational cultural centers 
are in formation. This extension of the Argentine-United States 
cultural center is particularly important in view of increased Soviet 
and Communist activities in those areas. The Soviets have had free- 
dom of action in Argentina during the past 2 years, particularly due 
to leverage because of a trade agreement. They have pressed this 
advantage as hard as they could. Soviet Russia has used the device 
of the cultural center as well as the Communist Party technique and 
front organizations. 

The foregoing has been a rapid review of the purposes and the 
nature of the USIS operation in Argentina and the opportunities and 
the challenges with which it must concern itself. Thank you for 
your attention. 

Ambassador Nurer. Thank you. 

Mr. Harpy. That is a very fine presentation. Sounds like you've 
got a rather ambitious program. How many people do you have 
working in it? 

Mr. Herron. We have 7 Americans on the staff. Our full com- 
plement is 9 Americans and 65 Argentine locals. We have outlets 
in several interior cities. We have local offices in Mendoza, ‘Tucuman, 
Cordoba, Rosario, LaPlata, and, of course, Buenos Aires. 

Mr. Harpy. Are you in a position to use any information from our 
people in the naval mission to any advantage ¢ 

They have some information which might not be classified that you 
could use in your publicity. 

Mr. Herron. No, sir; we have not used information from the Navy 
mission here. 

Ambassador Nurer. In what connection ? 

Mr. Harpy. In any of your information disseminated to the Ar- 
gentine people. 

Mr. Herron. We receive a good deal of information from Washing- 
ton on defense subjects of different types. 

Mr. Harpy. That stuff is mostly canned to the point where you have 
a problem adapting it, don’t you? 

Mr. Herron. It depends on whether it pertains to the area. [If it 
pertains to the Inter-American Defense Board, that is of interest to 
Argentina. 

Mr. Harpy. In other countries we ran across this situation. There is 
an indication that certain of the missions’ activities in the country 
frequently generated information which could be used to good advan- 
tage and which was not inconsistent with our overall policy. I realize 
that there has to be a considerable amount of care, but I wondered 
whether that was being utilized, and the Argentine people had any 
familiarity at all with the activities of our naval mission? 





r of 
idea 
1ent. 
the 
is of 
L ex- 
n so 

the 
field. 
itals 
nters 
tates 
oviet 
free- 
r due 
this 
evice 
» and 


1 the 
s and 
au for 


‘ou've 
have 
com- 

utlets 

man, 

m our 


it you 


Navy 


18 Ar- 
shing- 
n have 


Tf it 
rest to 


here is 
ountry 
vdvan- 
realize 

dered 
d any 


TECHNICAL ASSISTANCE IN LATIN AMERICA 253 


Captain Howerton. I think that will be clarified when I get around 
tomaking my remarks. It isarather special group here. 

Mr. Harpy. Fine, fine. 

Mr. Knox. On power. What is the condition of adequate power? Is 
there adequate power in Argentina today ¢ 

Ambassador Nurer. For industrial uses? 

Mr. Knox. For every use. 

Ambassador Nurer. Very inadequate; in fact, it is rationed. There 
is a very serious lack of powerplants. 

Mr. Knox. What is being done ? 

Ambassador Nurer. As much as they can. They are up against this 
serious foreign exchange problem again. The Compania Argentina 
Electrisis, the largest public utility here, has been dickering with 
Westinghouse for 2 > large plants of 1 20,000 kilowattseach. T hey: would 
have to “get help from the E xport-Import Bank to finance it. 

Mr. Knox. Does the Argentine Government own that company ? 

Ambassador Nurer. No; itis private. 

Mr. Knox. Does the Argentine Government discourage private cap- 
ital from coming in ? 

Ambassador Nurer. They did at one time, but that has changed very 
significantly in the last 214 years. Now they are encouraging foreign 
capital. 

Mr. Knox. Is there a lack of interest in foreign capital to develop 
power ? 

Ambassador Nurer. It is gradually growing. After years of inac- 
tivity, it was decided to go ahead and build up ) the plants. 

Mr. Knox. What type of power, hydro? 

Ambassador Nurer. Very little, it is mostly steam. 

Mr. Kwox. —_— coal readily accessible for use ? 

Ambassador Nurer. Very poor quality coal is found down South, 
but they have to import most of their coal, and fuel oil too. Coal 
comes from the States, Poland—and where else? 

Mr. Connex. I don’t know. 

Mr. Knox. What is the cost of production per kilowatt hour? 

Ambassador Nurer. I don’t know what the cost is, but the price to 
the consumer is not high. 

Mr. Conneti. I am not able to give you an exact figure, but it is 
very low because the rate has been controlled here. 

Mr. Kwox. It is low. Is it 10 mills, 12 mills, or 14. or about what 
would it be? 

Mr. Connett. I don’t have those figures in my mind. The rate is 
too low to make the operation profitable. The rates would have to 
be increased to attract capital on the present basis. 

Mr. Meaper. I don’t recall whether anything was said about the 
present government’s intentions with respect to economic controls. 

Ambassador Nurer. It is their avowed intention to go back to a free 
economy as fast as they can. 

Mr. Mraper. Not to wait for a permanent government ? 

Ambassador Nurer. With one qualification. They did not think 
it would be proper for them to make any far-reaching changes, but 
rather leave that to the new regime when elected. But they did want 
to go back to a free economy. 

Mr. Knox. One other question. To what extent have there heen 
modern facilities, such as washing machines, refrigerators, deep 
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freezes, and what have you? How extensively has that been 
expanded ¢ 

Ambassador Nurer. Very, very rapidly. There are several large 
firms making all that equipment here—washing machines, refrigera- 
tors—everything else you can think of—and the quality is getting 
better. 

Mr. Knox. Are these machines imported here, or are they all manu- 
factured here ¢ 

Mr. ConNetx. All manufactured here, with the exception of very 
few numbers of parts; that is a small proportion. 

Ambassador Nurer. General Motors, General Electric, Westing- 
house—they are manufacturing through a subsidiary, and in addition 
to that, any number of Argentine companies. 

Mr. Mraper. And there could be greater sales if you had the power 
in order to operate them ? 

Ambassador Nurer. Yes, sir. You saw last night, perhaps, how 
dark the streets are. 

Mr. Mraper. I noticed the bulbs in my room are rather small. 

Ambassador Nurer. That is their most desperate need now, more 
power. 

Mr. Mounrarn. Mr. Herron, the USIS people here operate the 
international education and exchange program / 

Mr. Herron. That’s right. 

Mr. Mounrarn. That has been a fairly small program over the 
years. Can you comment on why it has been so small? 

Mr. Herron. One of the reasons it is difficult to mount a program 
here is the cost factor as it relates to transportation. Because of 
transportation costs, a much larger program, for instance, could be 

carried out in Mexico for the same amount of money because of its 
proximity to the United States. 

Mr. Mountain. It has not been due to a disinterest on the part of 
the Argentine Government ? 

Mr. Herron. There have been problems. Some Argentines have 
experienced difficulties of getting passports so they might travel to the 
United States. They were often investigated to determine whether 
they belonged to active opposition elements. 1 Jsually they could get 
passports after a time, but some missed opportunities because of the 
delays or they became reluctant about going—especially if they might 
be identified with the opposition. 

Mr. Mountain. Do you look forward, now that Public Law 480 
funds are available, for an increase in the program / 

Mr. Herron. There is talk that money accumulating under the Cot- 
ton Seed Oil Agreement may be used to broaden the exc change program, 
and certainly if $300,000 in pesos could be used, it would at least double 
or triple the program here. 

Mr. Mounrarn. Is there any change of attitude in the new regime 
toward this program ? 

Mr. Herron. “I think basically most Argentines want to go to the 
United States whether they are ‘Peronistas or supporters of the pres- 
ent government. Argentines generally realize the importance of the 
United States to them as well as, if not better than, the people of the 
other American Republics. They are attracted to the United States 
by what the United States can offer them. They are eager for knowl- 
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edge. It is to our,advantage to show them that we have other things 
to offer besides material wealth. It is important to demonstrate to 
them that the United States has its cultural values. When Argentines 
do go to the United States, they realize that the people of the United 
States are not as often pictured. They see the human side and the 
other qualities which our Nation and people have. This program is 
important because it helps to clear up misconceptions and distortions 
of the United States. 

Mr. Mountain. Have there been instances where people have had 
difficulty in getting clearance ? 

Mr. Herron. The biggest problem has been appropriations, in the 
sense that money allotted this country doesn’t go as far as it would in 
some other countries. 

Mr. Harpy. Thank you very much for that presentation. Thank 
you, Mr. Ambassador. 

Ambassador Nurer. Thank you for attending, Mr. Hardy. 

(Whereupon, at 12:12 p. m., the subcommittee adjourned.) 


AFTERNOON SESSION 


Mr. Harpy. The meeting will come to order, please. 

Mr. Mountain, will you proceed. 

Mr. Mountain. Mr. Ambassador, who is your chief administrator 
for the offices here ? 


FURTHER STATEMENT OF HON. ALBERT F. NUFER, UNITED 
STATES AMBASSADOR TO ARGENTINA; GARRET G. ACKERMAN, 
MINISTER-COUNSELOR; DURWARD V. SANDIFER, COUNSELOR 
FOR POLITICAL AFFAIRS; RICHARD M. CONNEL, COMMERCIAL 
ATTACHE; ROBERT C. TETRO, AGRICULTURAL ATTACHE; FRAN- 
CIS W. HERRON, PUBLIC AFFAIRS OFFICER; PAUL G. SINDERSON, 
ADMINISTRATIVE OFFICER; EDWARD KARDAS, GENERAL SERV- 
ICES OFFICER; AND ALICE D. WESTBROOK, PERSONNEL OFFICER 


Ambassador Nurer. Mr. Sinderson. 

Mr. Mounrarn. He is in charge of all administrative affairs of the 
IXmbassy, including fiscal and budget matters? 

Ambassador Nurer. That is correct. 

Mr. Mountarn. Mr. Sinderson, how long have you engaged in your 
present duties ? 

Mr. Stnverson. Two months. 

Mr. Mountain. And previously you were stationed where? 

Mr. Stnverson. In Washington; Bureau of Inter-American Affairs. 

Mr. Mounrarn. In administrative matters? 

Mr. Srnperson. Yes, sir. 

Mr. Mountain. Are you familiar with the administrative opera- 
tions of this Embassy as they have been carried out prior to your 
incumbency here, Mr. Sinderson ? 

Mr. Srnperson. To some extent, yes; but not completely. 

Mr. Mounrarn. You do have subordinates here who could help us 
om matters prior to your incumbency / 

Mr. Stnperson. Yes; Miss Westbrook and Mr. Kardas. 


734534—56——_18 
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Mr. Mounrvarn. One of the administrative areas into which we have 
been inquiring is the process by which you work out administrative 
Support agreements with other United States agencies present in the 
same area. Can you tell us briefly how you work them out here ? 

Mr. Stnverson. Yes. Pursuant to instructions from the Depart- 
ment, the Embassy first estimates its total shared administrative 
expenses for the operation of the administrative division and the 
incidental other objects cost which comprise the total expenses. Pur- 
suant to the formulae which are prescribed in the Department’s 
instructions, the Administrative Section of the Embassy makes upa 
tentative total estimate, distributing that total expense among the 
agencies serviced. 

In Buenos Aires they are the regular State Department functions, 
USIS, and, to a more limited extent, the military attachés and the 
Civil Aeronautics Authority representatives, Those estimates then 
are discussed with the officers in charge of the program of each agency, 
and agreement is reached with them on the share which their agency 
will pay toward the total administrative cost. 

Mr. Mounrat. This agreement is reached in terms of actual] dollar 
costs, is that right ? 

Mr. Stnperson. That is right. 

Mr. Mounrain. And what is done with the results of those agree- 
ments ? 

Mr. Stnperson. Those agreements are forwarded to Washington 
for the use of the State Department. Copies, I believe, also go to the 
other agencies’ Washington headquarters, 

Mr. Mounrain. At what period in the fiscal year do you make up 
these agreements ? 

Mr. SinpeRson. We have just received the call to do it for this fiscal 
year. We have not yet begun work on it. It will be based on the 
actual obligations for the first quarter of the fiscal year, with an 
estimate for the cost for the remaining 9 months of the year. The total 
figure derived will be distributed and discussed with the agency heads. 

Mr. Harpy. How was your allocation for the first quarter ar- 
rived at ? 

Mr. Stnverson. So far we have no allocation for the first quarter. 

Mr. Harpy. You're operating without an allocation ? 

Mr. Stnprrson. We operated in the first quarter on a general in- 
struction which said “continue operations at the minimum level, 
incurring obligations,” which was our authority to operate. About 
a week ago we received a further message from the Department which 
said the Department hoped to give us our annual allotment early in 
October. In the meantime, for the purpose of our first quarter obliga- 
tion reports, we are to show as the allotted amount the amount of our 
obligations. 

Mr. Harpy. Was there no budget estimate submitted from here to 
support—oh, you weren't here. 

Mr. Sinperson. I wasn't here, but I can answer that, however. 
There was a plan for this fiscal year submitted in July. We for- 
warded it in July. 

Mr. Harpy. Of 1955? 

Mr. Stnperson. That’s right, sir. 

Mr. Harpy. That was after the appropriation was made. 

Mr. Stxperson. That is correct. 
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Mr. Harpy. What I’m inquiring about now is what was the basis 
of the appropriation ? 

Mr. Srnpverson. I cannot say from experience here what the post 
sent in in the way of advance 1956 budget estimates. Mr. Kardas, 
what was submitted from here which formed the basis for the appro- 
priation action ? 

Mr. Karpas. There was no budget call from the Department of 
State in this year, in June for the fiscal year. I assume, therefore, 
that the State Department arrived at its budget estimate from the 
allotment advices. 

Mr. Harpy. That’s the answer right there—you were not asked to 
supply any budget estimate. 

Mr. Karpas. No, sir. 

Mr. Harpy. Actually, the figures you are working on now would 
form a basis for your allotment for the remainder of the current 
fiscal year ¢ 

Mr. Karpas. That’s right. 

Mr. Mountatn. Mr. Sinderson, have you been asked to furnish esti- 
mates of operating costs for 1957 ? 

Mr. Stnperson. No, sir. Only to review our total personnel require- 
ments and to submit to the Department any additional personnel 
requirements which this Embassy felt it required, but no dollar 
estimate of operating cost. 

Mr. Mountarn. Personnel requirements. Does that contain also a 
breakdown of your grade classifications ? 

Mr. Srnperson. No, sir; it was in terms only of numbers of post- 
tions—which officer or clerical positions and in what section of the 
embassy. 

Mr. Mounrarn. It did not specify grades ? 

Mr. Styperson. No. 

Mr. Mountarn. Without grade it would be impossible to determine 
what the cost would be. 

Mr. Stnverson. It did specify grade to the extent that in our reply, 
we stated an approximate grade level. For example, FSO, 5 or 6; 
junior officer. 

Mr. Mountatn. What did your reply deal with, personnel for what 
period of time? 

Mr. Stnverson. 1957. 

Mr. Mountarn. You have already submitted that? 

Mr. Srnperson. Yes, sir. 

Mr. Mountatn. Have you received any other budget estimate call, 
then ? 

Mr. Srnverson. The only other thing is the call which I mentioned 
we received for a detailed financial plan for this current fiscal year. 

Mr. Mounrarn. I referred specifically to 1957. You have received 
no other request for budget estimates other than additional personnel 
that may be required ? 

Mr. Stnverson. That is correct. 

Mr. Harpy. It already has been developed there was no request 
for a budget estimate for 1956. Was there any request for outline 
of personnel requirements for fiscal 1956? 

Miss Anice Wesrsroox. No, sir. 

(Discussion off the record.) 
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Mr. Mounratn. Mr. Sinderson, how large is the Embassy comple- 
ment here, in both Americans and locals? 

Mr. Sinverson. The State Department complement is 54 Americans 
and 43 locals. 

Mr. Mountain. Is this one of the larger posts in Latin America? 

Mr. Stnperson. Yes; I think it ranks third or fourth. 

Mr. Mounrarn. Have you experienced any difficulty in working 
out reimbursement agreements with supported agencies, as you have 
named them to us? 

Mr. Stnperson. I can’t say, Mr. Mountain, from my own experi- 
ence at this post; and I believe that the previous administrative officer 
himself did the talking and the discussing with the other agencies. 
Perhaps Mr. Herron could speak from the USIA. 

Mr. Mountatn. Before he does, will you give us figures of the pro- 
portionate amount of the joint administrative fund which is charge- 
able to each of the four programs? 

Mr. Srnperson. Yes. Of the total administrative costs, the State 
Department share is 65 percent; about a hundred thousand dollars is 
the total administrative fund, so that is approximately 65 percent, or 
$65,000, is the State Department; about 31 percent, or $31,000, is 
USIS; the 3 Service attachés combined—you can lump the others 
with the remaining 3 or 4 percent. 

Mr. Mountain. It might be of some interest to us to know whether 
there is any variation in the amount of support given to the indi- 
vidual Service attachés. 

Mr. Srnperson. Yes, there is, because the Army attaché occupies 
space in this building which is under lease by the State Department, 
so the reimbursement for the space occupied in this building makes 
the reimbursement from the Army larger than the Navy and Air 
Force. 

Mr. Mountatn. Individual or combined ? 

Mr. Srnperson. From the Army, about $1,600 and the other 2 are 
about $550 each. 

Mr. Karpas. For the Army, $1,537; Navy and Air Force, $587 each ; 
CAA, $393. 

Mr. Mountatn. Thank you, Mr. Kardas. Mr. Herron, how long 
have you been attached here ? 

Mr. Herron. Since January 1955. 

Mr. Mountarn. Have you negotiated a reimbursement agreement 
with the Embassy during your tenure here? 

Mr. Herron. Yes, sir. 

Mr. Mounrtatn. Have there been any problems in connection with 
that that make it difficult to reach an agreement? 

Mr. Herron. I raised one question before I signed the agreement, 
which was clarified for me. The question was relative to the cost 
charged to the Service attachés; USIS had been charged a much 
larger sum than, according to accounting procedure, it should be 
charged, but it was demonstrated to me that this was based on a 
worldwide policy and as far as Latin America might be concerned we 
paid part of the cost here, but they reimburse USIA in other parts of 
the world through communications, transportation, and so forth. So 
it’s on a basis of agreements reached in Washington between the State 
Department, USITA, and the Defense Department. 
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Mr. Mountatn. Do we understand there is a sort of worldwide pro- 
portion of USIA support costs, and in some areas they are greater 
than is actually incurred and some places less, and they even out across 
the world? 

Mr. Herron. Yes; because of some special services which the De- 
fense Department gives to the State Department throughout the 
world. 

(Discussion off the record.) 

Mr. Harpy. Is it based on a percentage? Maybe Mr. Ackerson can 
answer. 

Mr. Ackerson. No; I have no knowledge of it at all. 

Mr. Herron. Before I left the Department of State—I am actually 
a Foreign Service officer—I was told one of my responsibilities would 
be to check the administrative cost and see that our agency, USLA, 
received the amount of administrative support that it paid, and to 
look at it very carefully, which I did. I studied this matter with 
Mr. Kardas—I don’t have the instruction that governs that. 

Mr. Mounrtarn. Do you have such an instruction, Mr. Kardas? 

Mr. Karpas. Yes; it is an overseas administrative support prin- 
ciple expressed as a joint message by State, USIA, and the Defense 
agencies, and the principle Mr. Herron is concerned with is the one 
stating that because of the activities where the services furnished by 
the Defense services abroad, they do not get charged for the admin- 
istrative services at posts with the nature of local salaries and allow- 
ances, which is a big part of the cost shared by USIA. 

Mr. Mountain. In other words the share USIA is paying is a 
proper share but it cannot be related to a proportion of the amount 
of support given defense agencies because they supply certain serv- 
icesin kind? Ona worldwide basis ? 

Mr. Herron. Which doesn’t apply here. Perhaps in Indochina 
the Defense Department brings in supplies and equipment or actually 
transports the personnel to the post in that area. 

Mr. Mounvratn. In other words, part of the administrative sup- 
port you are paying for is support furnished not by State but the 
Defense Department ? 

Mr. Herron. Yes; but in another part of the world. 

Mr. Mountarn. Mr. Sinderson, after these agreements are reached 
here on the local level and forwarded to Washington, is it your under- 
standing that they are reviewed in Washington and altered to the 
extent necessary to reach agreement between the Department and the 
agency supported, at the Washington level ? 

Mr. Stnperson. Yes. They are altered, Mr. Mountain, in two 
ways. First of all, in the review of the estimate of total adminis- 
trative expenses, the total funds, the Department in Washington may 
make adjustments reducing the estimate or otherwise changing it. 
In addition to that possible adjustment in the total fund, they may 
also make adjustment of the various shares in the agreement based 
upon the discussions with the agencies in Washington. 

Mr. Mountain. Are you informed of the changes made as they 
affect your post ¢ 

Mr. Srnverson. As far as I know, the post has never been informed 
of the exact distribution of its final fiscal-year allotment for admin- 
istrative expenses. ; 
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Mr. Mountarn. What effect does this have upon your fulfilling 
the agreement you have made with the local representatives of the 
other agencies insofar as it applies locally ¢ 

Mr. Srxperson. I think it makes very little difference, because in 
administering the fund here, carrying out total administrative serv- 
ices, we do it ‘with a total administrative staff and allotment of money 
for other expenses which is geared to provide services as required 
by the other agencies concerned. During the year, in administering 
that total fund, we perform the services to the very best of our ability, 
meeting the needs of the agencies serviced and discussing with them 
as we go along through the year what the support is. 

Mr. Mounvarn. ( ‘ertainly you were told by Washintgon how much 
you had in your reimbursement account? 

Mr. Karpas. I believe we are furnished a single figure which is 
related to this agreement. I have seen that figure somewhere but 
it is only for information purposes. 

Mr. Mountain. It performs no useful service to you? 

Mr. Karpas. No, sir; we can’t say “as soon as we arrive at that 
figure we cut off services to USIS,” for instance. It’s really a statis- 
tic, that’s all it is. 

Mr. Mounratn. Then other than to work up figures for congres- 
sional presentations, what service does the round of agreements per- 
form here? 

Mr. Stnperson. At the post? 

Mr. Mountain. Yes. 

Mr. Stnperson. I think the only purpose it serves is a basis for 
reaching agreement locally on the kind of services to be rendered and 
the extent to which they will be, and serves as a vehicle for an under- 
standing between the administrative staff of the Embassy and the 
agencies served as to what it will be. 

Mr. Mountain. It does not help you plan ahead how much per- 
sonnel you have to have on board at any given time to render these 
services ? 

Mr. Stnverson. Yes, it does serve that purpose. 

Mr. Mounrarn. If USIS, for example, required additional support, 
this will form a basis for you to determine that you may need an 
increase in your stafling patter n? 

Mr. Superson. That is correct. 

Mr. Mounvratn. And this is the basis on which you would ask the 
Department for more personnel ? 

Mr. Stnperson. Yes. 

Mr. Movuntarn. And would this enter into any budget preparation 
you would send forward ? 

Mr. Stnperson. Yes; it would. 

( Discussion off the record. ) 

Mr. Harpy. If you are not advised of any changes that are made in 
these agreements with respect to the amount of ‘reimbursement, the 
overall consideration that you have is the total amount of personnel 
that you have to have to carry out the total job? 

Mr. Srxverson. That is correct. 

Mr. Harpy. So this doesn’t do anything to the budget because if 
they change the percentage of reimbursement or the amount of reim- 
bursement, if they reduce that, maybe they will have to increase your 
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allotment a bit to offset it, but I don’t see where there is any relation- 
ship in the thing, myself. 

Mr. Mountarn. Is it true, Mr. Sinderson, that any of these agencies 
that need support for fiscal 1957, because perhaps of increased activity 
that they are planning, would sit down with you and reach an agree- 
ment on the amount of support, and this, in your case, translates 
mostly into terms of personnel or ojfice space ¢ If one of the supported 
agencies were increasing a program and required additional support, 
you would have to ask the Department for more personnel, pre- 
sumably ? 

Mr. Stnverson. Right. 

Mr. Mountarn. The only way you get more personnel is to include 
it in your budget planning or to make spot requests; is that correct ? 

Mr. Stnperson. That is correct. 

Mr. Mountain. But at the point where you are planning for fiscal 
1957, which you are currently doing, additional requests on you by 
USIS may be translated into increasing the budget estimate for this 
post ¢ 

( Discussion off the record.) 

Mr. Mountain. In the event that one of the supported agencies 
does not get its expected appropriation, and cuts back its program in 
this area, , do you find yourself with support positions which are not 
needed ? 

Mr. Srnperson. I can’t answer that from my experience here, Mr. 
Mountain. 

Mr. Harpy. I can answer that. It would depend upon whether or 
not the cutback was of sufficient magnitude to reduce the requirement 
for the functions you had to perform. 

(Discussion off the record.) 

Mr. Mounra1n. Mr. Sinderson, do you, or your subordinates, recall 
having been asked by the Department during fiscal 1955 to return funds 
to them to meet a budget deficit in the Depar tment. 

Mr. SINDERSON. I was not here, Mr. Mountain. 

Mr. Karpas. Yes, we were asked by the Deputy Under Secretary, 
Loy Henderson, and we complied by returning $10,000. 

Mr. Mountatn. Where did you get it from / 

Mr. Karpas. Mostly from the hick we had with the exchange rate. 
It started at 26 and went to 31 and 32. 

Mr. Harpy. So you saved it on the exchange rate ? 

Mr. Karpas. Principally. And some savings on administrative cut- 
backs, too. 

Mr. Harpy. Did you have to reduce personnel any ¢ 

Mr. Karpas. No, sir. 

Mr. Harpy. What kind of administrative cutbacks could you make? 

Mr. Karpas. We were supposed to soundproof the consulate; we 
didn’t. We deferred it. There were one or two projects of that 
nature which we just put off, since Mr. Henderson said there was a 
tight budget situation. 

Mr. Harpy. What kind of funds would have been inolved in the 
soundproofing of the consulate ? 

Mr. Ackerson. One big room was involved. 

Mr. Harpy. How much of that $10,000 would be represented i 
that typeof saving? 

Mr. Karpas. I would estimate, roughly, about $400. 
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Mr. Harpy. That, in essence, would really have been a capital out- 
lay, unless you call it maintenance; but I don’t know how you could 
call it maintenance. 

Mr. Karpas. Ill change that. It was $1,000 we estimated for the 
soundproofing. We had a change in the electric current from direct 
current to alternate current which cost about $700. We had parti- 
tioning of the office spaces amounting to—— 

Mr. Harpy. But you deferred that and these other programs. That 
is a total of $3,500, according tomy quick arithmetic. 

Mr. Karpbas. $3,587, to be exact. 

Mr. Harpy. And that is the total of programed expenditures that 
were eliminated ¢ 

Mr. Karpas. No, sir, deferred. 

Mr. Harpy. Eliminated, or referred—eliminated for that fiscal year. 

Mr. Karpas. Yes, sir. 

Mr. Harpy. And you were able to save $10,000 ? 

Mr. Karpas. Yes, sir. 

Mr. Harpy. And you reduced your planned activities by $3,600 ? 

Mr. Karpas. There were some other changes, too, sir. We had 
quite a big sum for the travel of the security adviser. We had room 
for 3 people in this section of which only 1 person actually was here. 

Mr. Harpy. How much did you save on that ¢ 

Mr. Karpas. Roughly, $3,500 right there. We had $4,000 ear- 
marked for travel and only spent $400, 

Mr. Harpy. Actually, you didn’t need it. 

Mr. Karpas. No, sir, but we could have used it somewhere else. 

Mr. Harpy. What else did you save on? 

Mr. Karpas. I should think the rest is practically all due to the 
exchange rate. 

Mr. Harpy. You had fixed items of expense deferred, amounting to 
$3,600; you had another item of $3,600 for travel, which actually 
wasn’t required because you didn’t have the personnel that had been 
anticipated ? 

Mr. Karpas. Yes, sir. 

Mr. Harpy. That being the case, if you hadn’t had this request, 
you would have had approximately $6,400 in this fund that you 
didn’t need. What would you have done with that ? 

Mr. Karpas. We would have reviewed our activities in the middle of 
May and returned any surplus that we couldn’t use—about that 
figure. 

Mr. Harpy. What I’m trying to get at is this: You would have re- 
viewed your activities to see what else you needed that you could use 
those funds for, even though they hadn’t been programed; is that 
right ? 

Mr. Karpas. Yes, sir. 

Mr. Harpy. You have wide latitude. 

Mr. Karpas. We have complete latitude in the use of funds for gen- 
eral operating expenses, without any earmarking. 

Mr. Harpy. I’m drivi ing at this: We see, sometimes, in W ashington, 
where an appropriation is about to expire. It doesn’t make any 
difference how much money they have left over, they will find someway 
to spend it before the fiscal year ends, w hether they need it or not. 
You need flexibility in the field, but I wonder what in the world would 
have been the result if Mr. Henderson hadn’t requested these funds 
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from somewhere. There wouldn’t have been anything returned to 
the Treasury ; or it would have been negligible if any thing was turned 
in. Maybe we would have acc omplished ‘things that we needed any- 
way. 

Mr. Mounrtarn. Mr. Sinderson, you have given us the complement 
for the State Department and local personnel. Do you have any 
figures showing how many of these people are on board at any one 
time ? 

Mr. Srnperson. Actually, at the post ? 

Mr. Mountain. Yes. 

Mr. Stnperson. Yes; we do. Just a minute. 

Mr. Mountarn. If you could give it to us in some rought percent- 
1ge—— 

Mr. Srnperson. Yes. At any one time, I think it would be about 
17 percent of the positions would not be filled with people actually at 
the post. That includes absences due to round-trip home leave, as 
well as absences because of the assignment of a person who has not 
yet arrived. 

Mr. Mounrarn. Then you operate consistently with about 83 percent 
of your complement on board? 

Mr. Stnperson. Yes. 

Mr. Mounratn. Is it the view of the Embassy that they can carry 
on their work with 83 percent of their complement on board ? 

Mr. Stnperson. Perhaps Mr. Ackerson might want to speak on 
that. 

I would say this: The Embassy feels that its staffing pattern is 
no more than adequate to do the job that has to be done. Whenever 
a position is not filled, with somebody actually here working, it 
means that some part of that work is not being done, or it is being 
backlogged pending the arrival of some other person, or other people 
remaining at the post take on extra duties to get it done. 

Mr. Mountarn. Are you saying that in ‘terms of good adminis- 
tration you operate this post at 83 ‘percent efficiency ? 

Mr. Srnverson. No; I don’t think you can say that. 

Mr. "ACKERSON. All that stuff is geared to a certain time. Your 
leave program, which didn’t exist before, doesn’t work out on a 2- -year 
basis. In the course of time, you realize that you are working without 
100 percent on board, or anywhere near 100 percent. That doesn’t 
say your efficiency is cut accordingly, necessarily. Your whole setup 
has to meet that situation, according tothat. The difficulty, of course, 
im your problem is you review your personnel requirements quite 
frequently, not only as required, ‘but it is a perfectly natural thing 
to do in an executive position—that you are wondering whether you 
have enough. Things change very rapidly. 

Since I have been here, changes have been rapid and requirements 
in certain areas here are heavier than they have been. 

You realize that you are short in numbers of trained personnel to 
meet those problems. 

Mr. Harpy. Of course, about half of that would be represented 
in normal leave time, wouldn’t it—the difference ? 

Mr. Srxpverson. Of this 17 percent? 

Mr. Harpy. Yes. 

Mr. Sinverson. No, the figure would not be normal leave time taken 
ut the post. 
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Mr. Harpy. I said about half of it—guessing 17 percent. About 
2 months of the year for every individu: al on the job—it looks a little 
high to me. 

Mr. Mounvra1n. Do we understand, Mr. Sinderson, that this does 
not include local leave, illnesses, and so forth, which are taken care 
of here at the post ? 

Mr. Stnprerson. May I refer to my notes? 

Mr. Mounrarn. Yes. 

May I ask Mr. Ackerson another question? If the information 
which Mr. Sinderson has given us does not indicate that this post 
operates at 83 percent eflicienc y, does it indicate that 83 percent of 
the staffing pattern is actually adequate to do the job you have in hand? 

Mr. Ackerson. In general, I think that—I’m not talking about 
the 83 percent, just my observations—in general, I think we have 
enough to take care of us. We have our pinches and difficult times 
when we don’t have enough; not enough trained personnel. Then, 
suddenly, we pull out. Recently, quite a “number of important changes 
in the Administrative Section occurred. These are things you can 
ride out—that just having added numbers of people wouldn’t answer 
you there. Our Political Section now is seriously short. We have 
recently reviewed that situation with Washington. We are in the 
process of doing it again to see if we shouldn’t have another officer. 
That was reviewed the last time we were inspected. The inspectors 
did not approve it, but we think experience has shown it is needed 
and we will again try in the light of experience to get another position 
there. 

Mr. Mounratrn. These losses which posts suffer due to home leave 
and other elements included in the 17 percent have been referred to 
in Washington as the man-in-motion problem. Is it possibly true here 
that your staffing pattern actually includes positions to take care of 
this man-in-motion problem so that your workload is actually rep- 
resented by 83 percent of your staffing pattern, and the man-in-motion 
problem, which is a very real one is taken care of by the other 17 
percent ¢ 

Mr. Sinverson. It is difficult to pin it down exactly, but I think, 
to some extent, what you say is true. At this post, for example, we 
have to make allowances for people being on leave and a gap in the 
replacement of a person who is transferred. For ex xample, in a given 
section, if we had 2 good stenographers on the job, day after day, all 
the time, they could do the work; but we know if we have a comple- 
ment of 2 we are not going to have 2 all the time; so for extra mar gin 
we may have 3 in that particular section. 

It is almost an unconscious planning you have in that respect. 

Mr. Harpy. Actually, I don’t think that is your man-in-motion 
problem. Part of it might be, but part of it is a training problem 
involved there. 

Mr. Srnperson. Yes. 

Mr. Harpy. The man-in-motion assumes an elimination of the 
training problem. 

Mr. Stnverson. I believe the Department thinks, Mr. Hardy, that 
also the training could be taken care of by a separate complement of 
individuals, so they are not in the stream of jobs at the post. 

Mr. Harpy. That might be, but your training problem entails a 
problem that the person being trained has to be on the job. 
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Mr. Sinperson. That’s right. 

Mr. Harpy. So your 83 percent would include your training 
elements ? 

Mr. Srnperson. At the post. 

Mr. Harpy. While the person is being trained. 

Mr. Srinperson. Oh, yes. 

Mr. Harpy. So that man-in-motion is something else. I’m not sure 
that we established a moment ago that 17 percent includes annual 
leave and sick leave at the post. 

Mr. Srnpverson. I checked. It does include local and sick leave at 
the post, contrary to what I said awhile ago. 

Mr. Harpy. You have been able to verify that accurately ? 

Mr. Srnperson. Yes. 

Mr. Harpy. The reason I raised this is because, if this is correct, 
your percentage of personnel on board at any given time is unusually 
high. 

You have 83 percent and you have included local leave. 

Mr. Stnverson. I think this post is better off in that respect than 
most others; better than average. 

Mr. Harpy. How do you account for that? 

Mr. Srnperson. I don’t know. 

Mr. AcKERSON. He: lth conditions, for one. 

Mr. Karpas. A lot of people can’t take their leave: they lose it, 
you see. 

Mr. Mounratn. Local leave ? 

Mr. Karpas. That’s right. 

Mr. Mountain. Because of what reason ? 

Mr. Karnas. Because if we were gone, there would be nobody to 
replace us. 

Mr. Mountatn. Because the Embassy can’t allow them to go? 

Mr. Karpas. Yes, sir. 

Mr. Herron. I can give an example of that. We have a typical 
situation down the street. Pretty soon, we will have the summer 
season here. Every local here is going to take his leave. They are 
going to take it but the burden will obviously fall on the top USIS 
officers in our organization. Mr. Ware, the information officer, if he 
has taken any leave it has been only 1 or 2 days this year. In my 
case, I have taken 1 or 2 days this year and I don’t foresee any more 
than a week or 2 that these officers or I can take this year; and if you 
take into consideration the compensatory time ders. it becomes 
ridiculous because any number of times Americans must work over- 
time at night, and even over the weekend. I am sure that a similar 
situation obtains in the Embassy. 

Mr. Harpy. This leads to a question as to whether we have any 
indication as to what actual leave per employee averages. How much 
of this 17 percent is really represented by leave / 

Miss Wesrsrook. As he says, these local employees certainly take 
their leave to the hilt. 

Mr. Herron. I can’t get sick. They can get sick, but I’m not sup- 
posed to get sick, in practice, because the person that has the re- 
sponsibility has got to fulfill his responsibility. 

Mr. Mountain. Mr. Chairman, I believe we would be closer to the 
significant point if we limited our figures to the American comple- 
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ment, because only they are affected by the home leave problem. Do 
our figures apply to the American complement ? 

Mr. Sinperson. No, the figures that I gave you a moment ago are 

calculated from this report ‘which includes the locals as well. 

Mr. Mountary. Can you tell us what the figure would be on the 
American complement ? 

Miss Westsrook. As of today, we have 43 on duty of our comple- 
ment of 54 Americans. 

Mr. Styperson. Is that average, or worse than average? 

Miss Westsrook. I think this is quite normal right now. 

Mr. Sinperson. That’s worse that I thought. 

Miss Wesrsrook. Although the last 2 months have been hard. 

Mr. Mounvratn. It works out to 79 percent, roughly. 

Mr. Harpy. Are any of the absentees on home leave? 

Miss Wesrsrook. Yes. We have two on home leave. 

Mr. Harpy. So you have 45 on the payroll, 43 on the job. Isn’t 
that about the right picture ? 

Mr. Sixperson. We have more than 45 on the payroll. 

Mr. Harpy. If you only have two on leave-—— 

Mr. Sinperson. You would include sick leave, jobs temporarily 
vacant, because a person has been assigned that has not yet arrived. 

Mr. Harpy. There’s your man-in-motion. 

Mr. Mounratn. Yes, sir, part of it. If we understand Mr. Kardas 
correctly, the American personnel here have, by and large, not taken 
their local leave. Is that. correct? 

Miss Westsrook. I don’t have those figures at hand, but reviewing 
it, as Mr. Kardas brought it up, I think that j is probably true. 

Mr. Harpy. Let’s not talk in probabilities. That doesn’t help us 
much. Unless we can get reasonably accurate figures—— 

Mr. Srnperson. We can provide you with figures. 

Mr. Harpy. Fine. Particularly, we would like to know how much 
of the percentage is not due to local leave. 

(Discussion off the record.) 

Mr. Harpy. Actually, there are two aspects of this program that 
concern us particularly: One is whether or not the staffing pattern, 
worldwide, is reasonable; and the other, which may be more important 
than that, T think perhaps it is, over the long haul—is what is the 
significance of this man-in-motion problem and what can be done 
about it. That’s a big problem and represents a tremendous overall 
cost. 

Mr. Mounrtarn. This cost is currently being charged to the post in 
terms of staffing patterns that you set forth. 

Mr. Srnperson. That’s right. 

Mr. Mountarn. There has been a proposal made in the Department 
that a man-in-motion fund separately identified, be set up within the 
Department not charged to the post, with the idea that control meas- 
ures under such an arrangement might be better. Your staffing pat- 
terns then would actually reflect workload on the job, instead of 
transit problems. 

To what extent have you had difficulty in getting personnel assigned 
to slots here by the Department that you have needed ? 

Miss Wesrsrook. That varies. When we made a report on that, 
it varied all the way from a month to a year to get a person to the 
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post. We have one outstanding right now that has been since June— 
a resignation in June, replacement named but not arrived. 

Mr. Acxerson. That is pretty hard to generalize on. It depends 
on the field. Some places, code clerks, etc., are very difficult to fill. 

Mr. Harpy. One reason, of which we have had indications, is 
that your personnel people in Washington don’t know where the 
qualified people are that they might put in these spots. You needn’t 
comment on that. 

Mr. Mounratrn. I think, in fairness to one segment of the Depart- 
ment, we also ought to have on record the fact that sometimes the 
personnel office has been hamstrung by the lack of funds to carry out 
and fulfill some of the requests made in the field. 

Mr. Harpy. I am sure that is true, but it is a catchall excuse so 
frequently made that I hate to use it. 

Mr. Mounrtatrn. I was not referring to the funds supplied by Con- 
gress, but funds administered through the Department. 

(Discussion off the record.) 

Mr. Mounrarn. Mr. Sinderson, I am sure you are familiar with the 
Department’s implementation of the Wriston program. We would 
like to inquire into its impact on this post. How many FSS and FSR 
yersonnel have you had since the inception of the Wriston program 
fai at this post who were eligible for integration ? 

Mr. Srnpverson. There were 24 positions in the Embassy classified 
FSO positions. Of the incumbents of those, two were transferred to 
the Department of Agriculture in the establishment of the separate 
Agriculture service. There were 4 staff officers who have been inte- 
grated at the post, 3 other staff officers remain to be integrated who 
are eligible, 1 that was not eligible because of overage, 1 staff officer 
who was eligible asked for deferment or consideration later. There 
were four other positions the incumbents of which were not eligible 
for consideration. 

Mr. Mountarn. Do you recall the basis of their ineligibility ? 

(Discussion off the record.) 

Mr. Srnperson. The other positions were already filled by FSO’s. 

Mr. Mountain. None of these people, so far, have declined inte- 
gration ? 

Mr. Stnperson. That is correct. 

Mr. Mountarn. What is the status of these three FSS who are still 
eligible, including the man who has asked to be deferred ? 

Mr. Stnverson. One has been delayed, we think, at least, because of 
a medical problem which we are trying to straighten out with the 
Department. Another, I can’t account for the delay. It is simply 
that the Department hasn’t got to the point of going through his file. 

Mr. Mounratrn. Has he been examined locally ? 

Mr. Stnpverson. No. 

Mr. Mountatn. You have had no instructions from the Department 
as yet to examine him? 

Mr. Sryperson. That is right, on both of these two. 

Mr. Mounta1n. Both have requested integration in accordance with 
the Department’s instructions? 

Mr. Stnverson. Actually, it was not necessary for anybody to re- 
quest integration. If they occupied a position as of August 1, 1954, 


they automatically were eligible. They were automatically consid- 
ered for integration. 
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Mr. Mounrarn. Mr. Sinderson, do you have a pouch control officer 
at this post ? 

Mr. Stnperson. Yes. 

Mr. Mounratn. Is this officer charged with the responsibility for 
determining what goes in the pouch and what does not ¢ 

Mr. Srnperson. Yes. 

Mr. Mounratn. Does he have any connection with the use of the 
telegraphic service from this post in the course of his duties? 

Mr. Srinperson. The same officer does not act as telegraph contro] 
officer. 

Mr. Mounratn. How do you control the use of telegraphic services? 

Mr. Srxpverson. At this post all outgoing telegrams are routed 
through the Minister Counselor of E mbassy who is the telegraphic 
control officer. No telegram is sent without his approval. 

Mr. Mounvarn. Mr. Ac kerson, in the course of approving a particu- 
lar telegram, do you, as part of your duty, examine it for whether 
or not telegraph services should be used 

Mr. Acxerson. I do, yes. 

Mr. Mountain. Do you require your originating officers to indicate 
on the telegram the latest date by which the slaradatlan: must reach 
the recipient ¢ 

Mr. Acxerson. No. 

Mr. Mountain. How do you determine that a matter is of sufficient 
moment that the telegram must be used instead of—let us say—the 
pouch ¢ 

Mr. Acxerson. Well, a general knowledge of the subject being con- 
sidered in the telegram. Ver y often, the ‘telegrams are written as a 
result of specific instructions from the Ambassador or me, or a specific 
instruction, request, from the other end, which very often will indicate 
a reply is requested. 

Over and above that, simply a familiarity with the general subject, 
and quite frequently I will request that the thing be ‘changed into a 
pouch when I think it is not necessary to go that way. 

In addition to that, we cut them back as much as possible, and do 
a good bit of striking out. 

Mr. Mountatrn. I would i imagine that the distance between Buenos 
Aires and Washington must make it a considerable problem of getting 
prompt service by pouch. 

Mr. Ackerson. That is correct and, of course, it depends on how 
your pouch schedules work out. Those are c changed from time to time 
to meet other requirements, not particularly for this post. 

Mr. Mountain. Do you think it would be of any assistance to you or 
just useless work to have your originating officers indicate a deadline 
date by which the information would have to be in the hands of the 
recipient ? 

Mr. Ackerson. My quick impression is that it would not be neces- 
sary. Iam pretty well satisfied that generally we are not very heavy 
in telegraphic traffic. Recently, of course, we were very heavy, not 
only telegraph but telephone, but we cutback after the events concluded 
and we are not running very heavy now. 

Mr. Mountain. Mr. Sinderson, do you keep a record of the tele- 
graphic and telephonic services of this Embassy ? 

Mr. Srinperson. Yes. 
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Mr. Mountatn. Do you have any indication that you have been able 
to keep it under control, or is it growing, with the exception of this 
recent flurry ? 

Mr. Sinperson. It is under control, Mr. Mountain. Our total vol- 
ume has increased but primarily as a result of the unsettled political 
situation and other events which required the use of telgrams. 

The other type of telegraphic communication we do hold under 
control. 

Mr. Mountain. Do you exercise any control, Mr. Ackerson, over 
the telegrams sent by the USIS people? 

Mr. Herron. The only thing he might not see is a press service mes- 

sage, asking to repeat such and such a stor y. 
Mr. Ackerson. I am satisfied I do see ever ything they send. Agri- 


culture now has a sort of semiseparate org yanization, too, but that goes 
through me, and the Ambassador. That is, of course, settling into a 
slightly different pattern in view of the separation, so that some things 
we would not previously send are being sent now. 

Mr. Mountain. However, this is one of the things for which they 
reimburse you; you are footing the bill for Mr. Herron ? 

Mr. Ackerson. That is right. 

Mr. Harpy. There is one other brief area I want to check on, con- 
cerning the annual review of American position descriptions. We can 
get that in writing. 

(The information was submitted and follows :) 


STATEMENT FOR THE INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE HOUSE 
COMMITTEE ON GOVERNMENT OPERATIONS 


In accordance with the request of Mr. Mountain during the recent visit to 
Buenos Aires of the subcommittee, the Embassy submits the following statement 
concerning the annual review of American position descriptions : 

The annual review of American position descriptions written by personnel 
formerly or presently occupying such positions is required by the Whitten amend- 
ment and done at each Foreign Service post in accordance with instructions con- 
tained in the Foreign Service Manual, volume 1, part IV, section 265.3. This re- 
view is a time-consuming task which requires the participation of virtually every 
employee of the field post, and particularly of supervisors and personnel officers, 
and little value is obtained from it insofar as the efficiency of daily operations 
is concerned. 

The Embassy believes that there is an alternative to the present requirement 
which would be much simpler and still serve the basic purpose of a periodic review 
of the type and level of work performed. Over the years since 1948 when posts 
were first required to write position descriptions, the Department has compiled the 
Foreign Service Classification Standards and the Handbook of Occupational 
Definitions for Activities and Series of Positions. These two publications estab- 
lish uniform position descriptions for all types and levels of positions. 

Instead of an annual review of descriptions written at the post, the basic pur- 
pose would be served just as well by an annual comparison of the jobs at each 
post against the standard positions described. Such a comparison would give 
the supervisor the opportunity to review positions in light of prepared standard 
descriptions which apply throughout the Service. 

When a new supervisor or incumbent of a positions reads a description written 
by a former incumbent, he often feels a literary urge to improve on it, or a real 
conviction that the description does not actually describe what he is doing. He 
therefore feels the necessity to spend considerable time rewriting it. The Em- 
bassy believes that these individual descriptions should be eliminated entirely, 
and that the standard ones in the Handbooks be used as the guides for periodic 
review. It would then be necessary only to determine and report to the Depart- 
ment 1 of 2 facts: 
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1. The position in question is properly classified in the series and level to whieh 
it is keyed in the classification handbook. 

2. The position is not properly keyed, and should be changed to agree with a 
different level or series prescribed in the handbook. 


(Discussion off the record. ) 

Mr. Harpy. That is all; yes. 

Thank you all. 

(The meeting then adjourned at 4: 05 p. m.) 





APPENDIX 


ExHisit A 


ARGENTINA TopDAY—A POLITICAL MONOGRAPH 


Twelve years after the military coup which inaugurated what is now known as 
the Peron era, and Y years after Peron was elected President, Peron’s government 
was overthrown in a 5-day revolution which began in the city of Cordoba on 
the morning of September 16, 1955. This was, in fact, the second phase of a 
revolutionary movement launched on June 16, 1955, in a 5-hour bombing and 
strafing attack by certain elements of the navy with some air force collaboration. 
The June 16 attack failed but unleashed forces which brought about the downfall 
of Peron 3 months later. 

The revolution of 1943 was launched by a group of army officers (GOU—Grupo 
de Oficiales Unidos) dissatisfied with the ineptitude and inefficency of the 
conservative government which had been in power since General Uriburu’s 1930 
coup. General Uriburu and his associates had moved because of the bungling 
and paralysis of the second Irigoyen administration. Irigoyen as leader of 
the Radical Party had given the country its first liberal democratic government 
in 1916, having been elected in the country’s first free election with a secret 
ballot. 

The revolution of 1955, carried out by General Lonardi and his military asso- 
ciates, with the collaboration of civilian commandos, was the culminating explo- 
sion against what the opposition regarded as 10 years of oppression, misgovern- 
ment, and mismanagement by Peron. It was essentially a military rebellion 
by dissident military forces against loyal forces. However, it had the active 
sympathy and support of the middle- and upper-class opposition, whose hopes 
and aspirations for overthrow of the Peron dictatorship had been raised to an 
unquenchable pitch by the June 16 attack. With the existing civilian leadership, 
however, that overthrow could only be achieved by a military revolt headed 
by military leadership. 

In his 10 years of power, Peron effected a political and social revolution in 
Argentina. As a junior officer of the GOU he was quick to grasp the importance 
and possibilities of the untapped reservoir of political power in the mass of 
Argentine workers. From his post as Chief of the National Labor Department 
(now Ministry of Labor) he moved rapidly with consummate political skill 
and demagoguery to marshal and organize the labor forces which maintained 
him in power for 10 years. He converted the politically and socially under- 
privileged and unorganized descamisados (shirtless ones) into a powerful trade- 
union organization which he made the bulwark of his regime. He captured their 
support and loyalty by making Argentina a modern state in terms of social 
advancement and social security, and by giving them a sense of civic and 
political dignity and prestige they had never before enjoyed. 

At the same time Peron sowed the seeds of his own downfall. In lifting up 
the working class he depressed the former rulers of Argentina—the middle 
and upper classs and the oligarchs. They never forgave him for robbing them 
of their traditional monopoly of political power and at the same time trans- 
ferring that power to the workers whom. they had traditionally denied access 
to political power. Peron made little or no effort to court their support. In 
fact, he frequently went out of his way to insult them as part of his technique 
was to curry the favor of labor by demagogic battering of their former rulers. 
Aside from the numerous other misdeeds with which he is charged by the op- 
position, perhaps his most troublesome legacy to the Argentine people is the 
extent to which he widened and institutionalized the existing chasm between 
the working classes and the rest of Argentine society. Unless or until a way 
is found to bridge that chasm there can be no future stable democracy in Ar- 
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gentina, for labor will never again accept the role to which they were consigned 
before 1943. 

Peron compounded the felony of dispossessing a proud and sensitive ruling 
class with other serious affronts and with attacks and encroachments upon the 
political and social traditions of Argentina which finally raised the pressure of 
oppasition to the breaking point. The opposition’s bill of particulars is long and 
many of them generated almost as much sympathy abroad as emotion in Argen- 
tina, particularly in the United States. To begin with he was, or was charged 
with being, pro-Nazi and pro-Fascist and therefore predisposed to totalitarian 
methods. Perhaps the best summary of grievances is that set forth in the proc- 
lamation of freedom with which the revolution was launched. The armed forces 
of the nation were, it declared, “impelled by the imperative love of freedom and 
honor of a subjugated people who want to live in accordance with traditions 
and who do not resign themselves to following indefinitely the whims of a dicta- 
tor who abuses the powers of government in order to humiliate his fellow citi- 
zens.” The proclamation charged Peron with: 

1. Annihilation of the rights and guaranties of the constitution under the 
pretext of strengthening the principles of social justice. 
2. Suppressing the juridical order and destroying the independence of 
the judiciary. 
3. Subverting the independence of the legislature. 
4. Wholesale corruption of Government officials. 
5. Destruction of the country’s culture. 
. Burning of the churches and archives of the country. 
. Reduction of the universities to a dishonest bureaucracy. 
8. Conversion of the schools into instruments of political propaganda. 
9. Destruction of the country’s economy and the wasting of its great 
resources of wealth. 
10. Propagation of class hatred and incitement of laborers to murder in 
name of self-defense. 

The proclamation ended by declaring that “no democracy is legitimate in 
which the essential prerequisites, freedom and guaranties of personal rights do 
not exist, in which the poll lists are deficient, or where in public assemblies the 
expression of the will of the people is falsified.” 

We are presented with the strange paradox of a government which aroused 
such violent opposition, resting at the same time on the apparently voluntary 
support of a majority of the population. In 3 national elections, 2 presidential, 
1946 and 1952, and 1 congressional, 1954, Peron polled a substantial majority 
of the votes, nearly 80 percent in the latter election. These elections were con- 
sidered by informed observers to have been fairly conducted and substantially 
free from corruption according to Latin American standards. Even allowing 
for the effect of the Government’s control of all mass media of communications 
and limitations on the opposition, there seems little doubt that Peron had the 
support of the great mass of the working population of the country, including 
agricultural laborers. This hold on the workers derived partly from Eva Peron’s 
work, particularly with the women. 

At the time that he launched his attack against the Catholic clergy in October 
1954, Peron, therefore, was in the position of having apparently firm support 
from the large mass of the workers, constituting a majority of the population, 
the support of the armed forces, and the support of the church hierarchy. Start- 
ing from this position of consolidated strength, in 9 months of battering at 
church forces and traditions, Peron destroyed the basis of his church support 
and corroded the loyalty of the officer corps of his army. He launched this 
puzzling attack without clear-cut provocation, apparently in the belief that the 
Catholic clergy in collaboration with influential Catholic laymen, and particu- 
larly the powerful Catholic Action organization, were setting out to undermine 
the basis of his mass support by organizing a Christian Democratic Party. He 
did this in the mistaken belief that he would strengthen his position with the 
general mass of the population. 

It is impossible even today to say how much his mass support was affected by 
this church policy, some well-informed observers taking the view that the defec- 
tions in this support were not substantial. It seems clear, however, that it 
furnished the catalytic agent for consolidating all the latent forces of opposi- 
tion to his regime. It cracked the foundation of his military support and para- 
lyzed his civilian leadership to such an extent that it proved impossible for him 
to rally his forces after June 16. There was a time shortly before the end 
when it looked as if he was succeeding in the reconsolidation of his power posi- 
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tion. Even at the end the margin between victory and defeat seems to have 
been a narrow one, the issue being decided by military defection in loyal forces 
in the face of indecisive leadership by the Government in the 8 or 4 critical days 
ushered in on September 16. 

So far as the national interests of the United States are concerned, the basic 
need for friendly cooperation with Argentina has not been changed by the 
advent of the new regime. The improvement of the troubled relations pre- 
cipitated by the Braden policy did not get underway effectively until about the 
time of the change of administration in the United States. The improving rela- 
tions were given a firmer footing by the success of Dr. Milton Kisenhower’s visit 
in July 1953, and Assistant Secretary Holland’s visit in September 1954. The 
point of departure for this improvement was the continued authority and sta- 
bility of the Peron regime (described above), considered in conjunction with 
the urgent security requirements of the United States in its struggle with 
international communism. In terms of practical politics, the United States 
needed Argentina and Argentina needed the United States. As for Argentina, 
it had become clearly evident that she could not attain her basic objective of 
economic development without the support of United States capital, public and 
private. The United States neded Argentine support for purposes of inter- 
American solidarity and of the world struggle against communism. In both 
areas Argentine cooperation was important. She occupied a position in the 
South Atlantic potentially important in case of war, particularly if the Panama 
Canal route should be blocked. Real inter-American solidarity is difficult, if 
not impossible, without her cooperation. Spread of communism in Argentina 
or neutrality or friendliness toward it internationally would leave a dangerous 
and menacing gap in our politico-security framework. Peron, up to the time of 
his overthrow, gave increasingly satisfactory evidence of active cooperation in 
the fight against communism. 

The provisional government has made clear its desire for the continuation of 
close and friendly relations with the United States through public statements by 
President Lonardi and assurances from Foreign Minister Amadeo. It has said 
that it wants to carry on friendly collaboration in every field—economic, social, 
cultural, and political. The United States reciprocates this sentiment assuming 
Argentina’s continued support for inter-American solidarity, particularly in the 
area of security and in the struggle against international communism. It will, 
in fact, be easier to carry on active collaboration with Argentina if the pro- 
visional government carries out its declared program of reversing those aspects 
of Peron’s internal policies so unpopular in the United States, especially in the 
field of personal rights and liberties, and, in particular, freedom of the press. 

The provisional government, according to its own declarations, is a caretaker 
government which will carry on until a new government can be established by 
national elections. According to repeated assurances by President Lonardi, this 
period will be kept as short as possible compatible with the preparations neces- 
sary to the holding of fair and effective elections. The government is addressing 
itself wtih a vigor and expedition to constituting a government equipped to carry 
out the program of the revolution, eradicating the vestiges of the Peron regime, 
investigating and rooting out the alleged corruption of that regime, and prepar 
ing the country for a national election. Essentially military in origin and 
leadership, it is attempting to enlist wide civilian participation among the former 
opposition parties. It is in process of establishing a consultative junta composed 
of representatives of the former opposition parties, apparently with the exception 
of the Communists, to help compensate for the absence of a Congress. The com- 
plexion of the government appears to be predominantly conservative with a 
strong Catholic influence. The president himself, as evidenced by his inaugural 
address, is a devout Catholic and the revolution’s proclamation of freedom 
is imbued with militant Catholicism. President Lonardi has endeavored to 
widen further the basis of his government by making a strong bid for support 
from Peron’s labor forces. He has given repeated assurances that his govern- 
ment will maintain the social advances of the past 10 or 12 years, and respect 
the organization and rights of the trade unions. 

The provisional government gives the appearance of tackling with confidence 
its herculean tasks of confronting the country’s tremendous economic problems, 
developing the basis for a workable democratic regime, and maintaining harmony 
within its own disparate ranks. The latter may prove to be the most formidable 
of the lot. 








UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


MONDAY, OCTOBER 17, 1955 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE CoMMITTEE ON GOVERNMENT OPERATIONS, 
Santiago, Chile. 

The subcommittee met at 9:20 a. m., in the American Embassy, 
Santiago, Chile, Representative Porter Hardy, Jr. (chairman of the 
subcommittee) presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Also present : Hon. Willard L. Beaulac, United States Ambassador 
to Chile; Albion W. Patterson, Director, United States Operations 
Mission; William Sanders, counselor of embassy; Robert Corrigan, 
first secretary of embassy; Joseph A. Silberstein, finance officer; 
Samuel Work, agricultural attaché; Albert Harkness, public affairs 
officer; and Thomas C. Smith, budget and fiscal officer. 

Subcommittee staff members present: Maurice J. Mountain; sub- 
committee counsel; and Walton Woods, staff investigator. 

Mr. Harpy. Mr. Ambassador, I think it might be a good idea to 
state for the record the purpose of our trip. For the past 7 or 8 
months we have been making a study of overseas personnel of the 
State Department and related agencies. Under the Legislative Re- 
organization Act we are charged with examining the operations of 
the Government in terms of economy and efficiency. In the course of 
our study, we have had a series of public hearings in Washington, and 
also some executive sessions with personnel from the State Depart- 
ment and other agencies operating in this area. 

During the course of those hearings we have gathered a lot of 
information, but still have a few loose ends that needed to be caught up, 
and which it seemed could be tied together best by making a field trip. 

It is not our purpose to be anything except constructive. We hope 
that our trip will serve a useful purpose, and if there are areas where 
improvements can be made, we will approach them in a spirit of 
helpfulness and mutual understanding. 

We have had a very fine spirit of cooperation in other posts and I 
am, sure it will be the same here. 

I hope in the beginning we may get a picture of the political situa- 
tion from you, and we will try to limit our requirements on your 
staff as much as we can, so that we will not be any more of a burden 
than is necessary. 

We do appreciate your many kindnesses already shown, and I know 
this is going to be a profitable stop for us. 
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STATEMENT OF HON. WILLARD L. BEAULAC, UNITED STATES 
AMBASSADOR TO CHILE; ACCOMPANIED BY ALBION W. PATTER- 
SON, DIRECTOR, UNITED STATES OPET ATIONS MISSION ; WILLIAM 
SANDERS, COUNSELOR OF EMBASSY; ROBERT CORRIGAN, FIRST 
SECRETARY OF EMBASSY; JOSEPH A. SILBERSTEIN, FINANCE 
OFFICER; SAMUEL WORK, AGRICULTURAL ATTACHE; ALBERT 
HARKNESS, PUBLIC AFFAIRS OFFIC! 8; AND THOMAS C. SMITH, 
BUDGET AND FISCAL OFFICER 


Ambassador Braunac. Thank you very much, Mr. Congressman. 
We are delighted you are here, not only for the pleasure of seeing 
you, but because we hope that your visit will be helpful to us in im- 
proving our program. We try to have a critical attitude toward it. 
We know the point 4 program and the information program are new 
to our Government, and to our experience, and we think we are going 
through the learning stage now. We hope we have learned a good 
deal, but we hope we can continue to learn, and that you can contrib- 
ute to that by your visit here. 

As far as the political situation goes, I am sure you have some 
background on Chile. You know Chile is a practicing democracy 
with free elections, a Congress and an executive branch. 

Chile has 26 political parties, of which 19 are represented in the 
congress. The press is free and expresses itself freely. These 19 
political parties in congress act as you might expect 19 political 
parties to do. 

Chile’s principal problem today is inflation. As an index to what 
inflation means here, when we came to Chile 2 years ago the dollar 
was worth less than 200 pesos. Today it is worth 670 in the free 
market. While that is not an important market, it does reflect. the 
degree of inflation. Our problem down here—our effort—is to help 
Chile to improve the economic situation, using the devices we have 
available to us—point 4, the information program, and traditional 
diplomacy within the free democratic system I have described. 

The large copper mining companies—the most important element 
in Chile’s ec onomy—furnish most of the foreign exchange, for ex- 
ample, something like half of the foreign exchange that the country 
earns. The Government has given to the country increasingly gen- 
erous social security provisions, retirement provisions, wage guar- 
anties, and so forth, which have required additional expenditures by 
the Government. The tendency has been to get the additional funds 
needed to service these programs from the copper companies, and to 
a lesser degree, from the nitrate companies. 

One result which could be anticipated is that the copper industry 
in Chile has declined in importance, and Chile, from being the second 
most important copper-producing country in the world, has now be- 
come fourth. In absolute production she has kept her level, but she 
hasn’t increased as she should have in terms of the markets that 
exist for copper. The result of that has been that the copper in- 
dustry—and I give you that because it is the most important ex- 
ample—e ‘eased for a long time to make important investments; and 
that tended to prevent Chile’s economy from having that dynamic 
character which it needs in order to progress. 
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By improving or helping to improve the position of the copper 
industry, we could help to improve the overall situation in Chile and 
tend to accomplish both our principal objectives at the same time. 

Conversely, by helping to improve the general atmosphere for in- 
vestments and the general attitude of the Government toward private 
initiative, we could tend to improve the attitude of the Government 
toward the copper industry; and our programs here, diplomatic pro- 
gram, point 4, and information program, have been directed squarely 
at trying to accomplish that double purpose. In order to do that, as 
@ means of doing that, we try to have the coordination which seems 
possible in the situation. For example, every 2 weeks we have a meet- 
ing here of economic people, point 4 people, and our information 
people. 

During these meetings we exchange information—our labor report- 
ing officer is included in those meetings, and I must say that labor 
forms an important part of this picture. 

So our effort is through the coordination we try to have, and we 
have not only these biweekly meetings but there is a very close coordi- 
nation between Mt. Patterson, point 4 Director, and Mr. Harkness, 
the Information Director, and myself; and between those persons 
and Mr. Rosenson, for example, the head of our Economic Section. 
Through all these men we try to cooperate in order to bring about 
those objectives. 

Mr. Harpy. May I ask you a question right there. Then the com- 
mittee is to understand that the division of authority, with respect 
to stateside organization—the fact that ICA is a semiautonomous 
agency within the Department of State and USIS is a completely 
separate agency—presents no problem to you in your field adminis- 
tration ? 

Ambassador Brautac. No; no problem at all. These activities 
operate here as part of a single organization with single direction 
and, I think, a high degree of cooperation. 

Mr. Harpy. Is there close coordination between your economic peo- 
ple and the ICA people? 

Ambassador Brautac. I don’t think that that cooperation and co- 
ordination have reached the point yet that we think should be reached. 
We are trying to improve it, make it more extensive. We don’t know 
yet exactly how to do it. We are thinking about it and experiment- 
ing and establishing closer personal relations and more frequent con- 
tacts through these meetings, which have been going on 3 or 4 months 
now. We are trying to establish where the common fields lie, where 
one service can be of help to another, and so forth. But I would not 
say we have reached the point where we are satisfied as far as that is 
concerned. 

In affecting the general situation, we have in mind one thing which 
is basic, we think, and that is that the principal objective of our point 4 
program, for example, and of our general policy in Chile as well as 
other countries, is to help raise living standards. 

You gentlemen know what is behind that policy. Well, how do you 
raise living standards? By developing the economy of the country. 
And how do you develop the economy of the country? By develop- 
ing the country’s resources. It is evident that in a country like Chile 
the country’s resources—human and material—have not been utilized 
in any degree related to the possibilities that have existed; so we tend 
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to direct our efforts toward that objective, toward helping Chile to 
develop its resources, 

In doing that, as far as point 4 is concerned, principally we try to 
determine what things come first, and then we try, within the choice 
that we have, because of course we are not running the country and 
don’t dictate where we can work or where our cooperation is going to 
be received—but within the choice we have, we try to help the country 
to do first thing first. 

In the case of Chile it is comparatively easy to make the decision 
as to what you should try to do. Since the copper industry is so 
important, it is obvious that whatever you can do, directly or indi- 
rectly, to improve the copper industry will have the effect of helping 
Chile to develop its natural resources. 

Chile is a rich mineral country generally. Therefore, whatever 
you can do to encourage the Chilean Government to develop its 
mineral resources is all to the good. As an example of that, we are 
helping the Chilean Government to organize a geological survey. One 
of our small projects is to help Chile to do that. No other country in 
Latin America has it. It may be surprising that, in a country so 
dependent on minerals, the universities have no courses in geology. 
We are hoping to help one of the larger universities to develop a course 
in geology. 

Mr. Harpy. On a different tack, are the economy of the country and 
the Government’s budget—are they beginning to stabilize, or is that 
continuing to get weaker? 

Ambassador Brautac. Well, inflation, unfortunately, has continued 
to increase. Not only has inflation gotten worse, but the rate of infla- 
tion has increased, which is a very disquieting thing. Now the 
Government is committed to an effort to overcome that situation, and 
as the principal part of its effort, it has—as you probably heard— 
engaged the American firm of Klein-Saks to come down here and give 
them advice on what to do to end inflation. 

They have done a number of things to help establish the basis for 
a concerted effort in that direction. The copper industry, nitrate 
industry—they have signed with the nitrate industry a contract law 
which is now in the Congress, and we think will be approved, which 
will have effect of doing in the nitrate industry what has been done 
in the copper industry. 

The country is producing. There is the prospect of large additional 
investments which will increase production still more, and that is 
basic to a solution of the problem of inflation. One need is to pro- 
duce more. 

One of the large copper companies the other day asked for authori- 
zation to invest $38 ates additional capital. 

So the Government has, after stahibanine this base, as I say, en- 
gaged the firm of Klein-Saks to come down here, study the problem, 
and present to the Government a program which the Government can 
support in the Congress and try to carry out. Klein-Saks, as you 
probably know, worked in Peru a few years ago very successfully. 
They helped the Peruvian Government to modify its system so that 
in a short time it was changed from a country where the Government 
interferred with everything to where the economy was free. We hope 
they will have equal success here. 

Mr. Harpy. Good. 
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Mr. Mraver. Mr. Ambassador, was the employment of Klein-Saks 
an act thought of by the Chilean Government itself, or was there some 
encouragement by us ? 

Ambassador Brauac. The Chilean Government made the decision. 
A number of people down here expressed the desire to have an Amer- 
ican firm do something about the inflation. Somebody told them 
about Klein-Saks. They found out about it from different sources. 

Mr. Mraper. No United States funds involved ¢ 

Ambassador Brautac. Not at all. 

Mr. Meaper. [ thought it might have a bearing upon the enthu- 
siasm with which the recommendations might be accepted. 

Ambassador Brautac. In what sense? 

Mr. Meaper. In that if they were employed by the Chilean Gov- 
ernment spontaneously, on its own account, there would be greater 
inclination to accept the recommendations. 

Ambassador Braunac. Yes; we think so, and for that reason we 
carefully refrained from making any recommendation concerning 
Klein-Saks. 

The Communists are trying now—they have a paper here and they 
are trying to establish a relationship between Klein-Saks and the 
Government of the United States, on the theory that that might 
influence some people. 

Mr. Knox. The only question I have, Mr. Chairman, is relative to 
the Communist Party in Chile wanting to destroy the copper mines. 
Was that brought about because of their preaching that the natural 
resources belong to the people and should not be exploited by foreign 
‘apital ? 

Ambassador Brautac. Yes; they do use those means. They use the 
same means that they use in other countries. 

Mr. Knox. What is the feeling of the Chilean Government rela- 
tive to the foreign capital coming in to develop the natural resources ? 

Ambassador Brautac. The present Government is trying to re- 
verse, and has succeeded in reversing, the trend that existed for many 
years. Today the prospect is that there will be a considerable in- 
crease in foreign investment in Chile, particularly in the copper and 
nitrate industries. As I say, one of the largest companies a couple 
of weeks ago—I may explain that this Government enacted a law, or 
a decree with the effect of law, last year under which the Government 
‘an offer special inducements to capital to come in. Under this decree 
or law one of the copper companies has asked for authority to invest 
an additional $50 million. I have no doubt that the same company is 
preparing to invest another additional large amount which might 
reach $100 million. 

The nitrate industry, if this contract law is approved in the Con- 
gress and we see no reason why it should not be, will immediately 
invest: an additional $40 million, and we think it will reach $50 million 
in a short time. So we have a fair prospect of an additional $200 
million coming in here in those 2 industries. 

You can see that that reflects an improvement in the feeling of 
foreign capital toward the conditions that they can expect to work 
under in Chile. 

Mr. Meaper. Mr. Ambassador, how does that relate in size to the 
present American capital investment in Chile? 
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Ambassador BrauLac. We have today in the neighborhood of $700 
million. That is calculated at the cost at the time of investment, 
you know. 

Mr. Knox. What is the corporate tax on the corporations, outside 
of the copper industry ? 

Mr. Siveersrer. Chile has a beginning point of a tax similar to 
ours of certain rates on a corporation’s income. They have a combina- 
tion of a flat basic rate, running about 18 or 20 percent; then after 
which there is a graduating scale, depending on the size of the income 
of a particular organization, which may go as high as 40 or 44 percent, 
depending on how high the income goes. However, the copper in- 
dustry has a separate tax law. 

Mr. Knox. That reaches 80 percent ? 

Mr. Stiperstern. No. It did, prior to this new law. The copper 
industry was taxed directly and indirectly. It was taxed three ways. 
It was taxed indirectly, because the industry was penalized with 
discriminatory exchange treatment. For instance, at the time when 
most exporters who were bringing foreign exchange back and chang- 
ing into pesos, were getting 110 pesos for every dollar, the copper 
industry was held to an old rate of 19.37 pesos. Well, that is just 
another way of taxing them. They got roughly 20 percent of what 
they should have gotten. That was one way of taxing them. 

A second way of taxing them was that the Government in recent 
years was taking ev erything above the price of 2414 cents per pound, 
which the industry might have gotten for selling copper. 

If they were selling for 30 cents a pound, the Government took 514 
cents per pound. In other words, take on the top, take on the bottom, 
off the exchange; and in the middle, whatever the difference was 
between the actual cost of production and 2414 cents which was the 
selling price, as far as the companies were concerned, the Government 
took 60 percent. When you added all those direct or indirect taxes, 
in the situation which existed prior to this new copper law, depending 
on the particular cost structure of the companies,-there are three 
different companies, the effective taxation rate would be calculated 
from 84 to as high as 92 percent. 

Mr. Harpy. That’s nearly as bad as our income tax laws at home. 

Mr. Sriperstern. Except we were thinking of 92 percent on the 
highest income; but this was 92 percent on the earnings. 

Mr. Harpy. Mr. Ambassador, is there any extensive trade between 
Chile and the Iron Curtain countries ? 

Ambassador Brautac. No. 

Mr. Harpy. No appreciable amount of copper ? 

Amabassador Brautac. No copper at all. 

Mr. Harpy. What is the extent of the domestic consumption of ni- 
trate of soda? 

Ambassador Bravutac. Very small. I don’t know what. 

Mr. Harpy. Per acre production is pretty low, I take it. 

Ambassador Braunac. Yes. I take it nitrate is too expensive. for 
the Chilean farmer to use, even though they produce it in the country. 

Mr. Harpy. Then I don’t know how the rest of us can afford it. 

Ambassador Beautac. Because agriculture in other countries is or- 
ganized on a different level than C hilean agriculture. In other words, 
a ton of nitrate may be a perfectly economic investment for an Ameri- 
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can farmer who is selling his produets in an American market, but it 
might be too high for a ‘Chilean farmer because the nitrate is worth 
as much in Chile as abroad. 

Mr. Harpy. Does Chile have to import any agricultural products? 

Ambassador BrauLac. Yes, it does. One part of this deterioration 
in the Chilean picture has been a deterioration in agriculture. Not 
an absolute deterioration but with reference to Chile’s increasing needs. 
As a result of that, Chile is importing a lot of agricultural products 
which it could produce here. 

Mr. Harpy. So it is cheaper for them to import from other countries 
than buy nitrate and develop their own production ¢ 

Ambassador Bravutac. Certain products might not be cheaper in 
an ideal system. 

Mr. Harpy. So the Government is holding agricultural prices down. 
Then if it imports foodstuffs, it has to subsidize those foodstuffs? 

Ambassador Breautac. That’s right. 

Mr. Harpy. So it pays foreign producers more than Chilean pro- 
ducers ? 

Ambassador Bravtac. There again, it’s not so simple. The i impor- 

tation of foodstuffs may be tied up with the exportation of Chilean 
products which, w ithout favorable exchange treatment, couldn’t com- 
pete in the world market. 

Mr. Harpy. Then, on the other hand, they would be just as well off 
to keep their exports at home and produce their own foodstuffs. 

Atabensher Bravrac. That’s true. The Chilean Government has 
worked up, together with the International Bank and FOA, an agri- 
cultural plan which is a pretty good document. It is now in the hands 
of the International Bank and that plan involves the investment of 
a large amount of money over a considerable period of years—8 years. 

Mr. Harpy. It cost a lot of money to do nothing but print this 
document. 

Ambassador Beaunac. And a part of the plan, of course, would be 
the rationalization of the Chilean system and improvement in these 
and other things that you have mentioned. 

Mr. Harpy. When you put this thing into effect, you are really 
going to have some undertaking. You will have to get a lot of folks 
to help Mr. Patterson. 

Mr. Brooxs. Mr. Chairman, I’d like to say something here. 

Mr. Harpy. Of course, Mr. Brooks, go ahead. 

Mr. Brooxs. Mr. Ambassador, I wonder, for the purpose of the 
record, if you can give us the number of acres of land under cultiva- 
tion in Chile? 

Ambassador Bravtac. I can’t give it. We will be glad to supply 
that for you. 

(The information was supplied and is as follows :) 

In 1943, there were 6,241,903 hectares of land under cultivation. Total agri- 
cultural land, however, was 19,522,227 hectares. (2.47 acres equals 1 hectare.) 

Mr. Brooxs. And also aproximately what is the size of the average 
individually held land that would be arable? 

Ambassador Bravutac. I can’t give you that either, but I will get it 
for you. 
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(The information requested has been supplied and is as follows :) 
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Mr. Harpy. We’ve got it here in this book. 

Mr. Brooxs. The total acreage here? 

Mr. Mounta1n. Here, it isn’t given in acreage but 26 percent of the 
total area of the country is agricultural land, and the area of the 
country is 286,000 square miles. The average land per capita is 
8 acres. 

Mr. Brooxs. On the basis of the number of people in the country ? 

Mr. Mountain. I believe it is total population of the country. 

Mr. Brooks. That’s not what I want. 

How much land does the average farmer own, not counting the 
mountains and nonarable land ¢ 

Ambassador Brautac. Yes, sir, we will get that for you. 

(The information requested has been supplied and is as follows :) 

On the basis of 19,522,227 hectares agricultural land and 202,000 holdings, 
the average is 96.6 hectares. 

Mr. Brooxs. I wonder what that geological survey might turn up. 

Ambassador Bratunac. Mr. Patterson, can you comment on that? 

Mr. Mounvrat1n. Mr. Patterson, would you please give us your full 
name and title for the record ? 

Mr. Patrerson. My name is Albion W. Patterson, United States 
Operations Mission Director in Chile. 

We have begun to help the Chileans, at their request, to establish a 
geological survey in Chile, patterned after the onc we have in the 
States. This is essentially a fone ternl job because as the Ambassador 
explained, the Chilean universities don’t train modern geologists; 
they turn out mining engineers only. In the Field Party that we 
are bringing down to help the Chilean Government, there is already 
one mining geologist. The chief of the Field Party, an economic 
geologist, 1s a good mineralsman. 

Mr. Brooks. Understanding the problem of implementing such a 
planned survey, my question had to do with what do you—right now— 
suspect? What indication do you have now of new mineral resources? 

Mr. Harpy. Maybe I ought to hold that. I noticed the Ambassa- 
dor indicates we are running short of time. 

Mr. Partrerson. Within that long-range way of operating, which 
I believe is the way to operate, aerial photographs and field trips of 
American and Chilean geologists, even in the short time they have 
been working here have turned up very interesting leads. Naturally 
those leads of short-term interest to Chile will be investigated as 
fast as possible. 
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Ambassador Beaunac. Among the principal supporters of the geo- 
logical program are the copper companies. There seems to be no 
doubt in their minds there is a lot more copper hidden here. 

Mr. Meaper. Do you think there is any uranium here? 

Mr. Patrerson. Many people say there is uranium; some samples 
have been sent to the States. The excitemen of looking for it here is 
very recent, but the experts think that the chances are good for finding 
uranium here. 

(A recess was taken at 10:25 a. m. and resumed at 11:05 a. m.) 

Mr. Harpy. Mr. Ambassador, we might start right in with the ICA 
aspect. 

Mr. Mounrain. Mr. Patterson, how long have you been down here 
as chief of the mission for ICA? 

Mr. Parrerson. In Chile, two years and a half. 

Mr. Mountain. Where were you before that? 

Mr. Parrerson. Paraguay. 

Mr. Mountain. How long have you been with the ICA program? 

Mr. Parrerson. Just a little over 13 years. 

Mr. Mountain. Were they spent in Latin America ? 

Mr. Patrerson. Yes. 

Mr. Mountain. One of the main projects you have underway here, 
I believe, goes by the name of Plan Chillan, is that correct ? 

Mr. Patrerson. Yes. 

Mr. Mountain. Can you tell us the origin of that plan, what its 
nature is, and how it is progressing ? 

Mr. Parrerson. When I was transferred from Paraguay to Chile, 
I was given only 9 days of consultation in Washington between assign- 
ments. However, that was long enough to review the files and to do 
some thinking. After studying the FOA-International Bank report, 
it seemed obvious that Chile’s No. 1 problem was the lag in food pro- 
duction. 

It seemed equally certain, however, that Chile had neither the men 
nor money to facile that food production problem up and down the 
whole of Chile at the same time. The United States didn’t have money 
for that either. Consequently, it seemed best to recommend taking an 
area, perhaps a large area, which was typical of the problem presented, 
and, together with the Chilean Government, to make a large-scale 
demonstration of what Chile could do to solve her food problem. 

With a lot of luck and some good management, sixty-some-odd days 
after my arrival in Chile, it was possible to pull all of the ends to- 
gether—and those ends concerned four Chilean ministries, and the 
Chilean Development Corporation—to pull them all together and sign 
up what is now known as the Plan Chillan. That was in early July 
of 1953, during the visit of Dr. Milton Eisenhower. 

Mr. Harpy. Can you put on the record here now a very brief sketch 
of the aspects of Plan Chillan ? 

Mr. Parrerson. Yes. I tend to think that the most important 
aspect of this plan, which has been very well received by the Chileans 
and has gotten to be known beyond the borders of Chile, is the new 
spirit which it represents. As we all know, a new spirit is often more 
dynamic and powerful than a new technique. 

Mr. Harpy. Let’s analyze the plan. The major part of it, I take 
it, consists of extension work in agriculture. Is that right? 

Mr. Patterson. Yes. 


~~ iweewe rs eS 2 
Sinwnwnuawarn 





284 TECHNICAL ASSISTANCE IN LATIN AMERICA 


The Plan Chillan includes not only agriculture in the broadest 
sense—conservation, irrigation, and forestry as well as row crops— 
but also health and sanitation, housing, industrial development, and 
transportation. That’s why it is signed up with 4 or 5 ministries in 
the Chilean Government. 

Mr. Harpy. That’s one of the things I was hoping you would bring 
into your description of the plan. The number of different types of 
technicians that are involved. You have many people and a good 
many varieties of them ? 

Mr. Parrerson. Yes. 

Mr. Harpy. I presume you have engineering people involved in your 
road transportation aspects ¢ 

Mr. Patrerson. Yes. 

Mr. Harpy. Maybe some agricultural engineers; do you? 

Mr. Parrerson. Yes; we have agronomists; we will also have a 
farm-to-market roadman, probably from the United States Forest 
Service, familiar with tertiary roads built with the support from towns 
and counties. On housing, we have gotten behind the principle of 
aided self-help, because we : find Chile is getting so far behind in keep- 
ing up with population increases, that unless the Chileans themselves 
nut their energies into building their own houses, the problem seems 
Sanita 

Mr. Harpy. Do you have any electrification involved in the plan? 

Mr. Parrerson. No; we don’t. 

Mr. Harpy. You do have health and sanitation ? 

Mr. Patrerson. Yes. In the health field, we are getting out of the 
building type of program which we were in in the forties. We are 
interested now more in introducing techniques of rural health and 
sanitation to raise the health needs of country people. This is being 
done together with the agricultural aspects of the Plan Chillan. 

Mr. Harpy. What sociological activities do you have involved in 
your plan? 

Mr. Parrerson. As such, none, although the Plan Chillan, in a 
certain sense, is a form of community development. We hope to 
arouse the interest of people in the towns, in the small cities, to form 
their own committees, to raise their own money for their own ‘develop- 
ment projects. We are interested, for instance, in getting the farmers 
together in committees to take over the spray equipment to kill weeds 
in wheat. The plan has been operating for demonstration purposes. 
We would like to see this equipment in the hands of associations, co- 
operatives, or private outfits. 

Mr. Harpy. How many American technicians do you have involved 
in this plan’s operations ? 

Mr. Parrerson. Marketing ? 

Mr. Harpy. No; American technicians of all descriptions. 

Mr. Parrerson. In the Plan Chillan? 

Mr. Harpy. Yes. 

Mr. Partrerson. I believe we have eight in the area. 

Mr. Harpy. Covering all of that wide range of interest ? 

Mr. Parterson. Yes. 

Mr. Harpy. You must have some rather diversified training in these 
eight? 

Mr. Parrerson. No; that isn’t the real explanation. Chile is fairly 
sophisticated technically. I think one of the things that has made 
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the success of this plan is that our cooperation in it has been offered 
in a way that does not take any credit away from the Chileans. 

In fact, the Chileans feel that the Plan Chillan is a Chilean plan. 

Mr. Harpy. Isn’t it! 

Mr. Parrerson. Yes; it is. The Chileans are running the show. 
We are helping the host government technicians. 

Mr. Harpy. You say you have eight American technicians. How 
many Chilean technicians do you have on this project / 

Mr. Parrerson. About 80. 

Mr. Harpy. Are they all college graduates and trained in their par- 
ticular field ? 

Mr. Parrerson. Yes; most of them. 

Mr. Harpy. How long has the plan been in operation, in terms of 
crop-years ¢ 

Mr. Parrerson. Just one year. 

Mr. Harpy. One crop-year? 

Mr, Patterson. Yes. 

Mr. Harpy. Can you get any significant measurement of production 
in that 1 year, as compared with previous years in the same area 4 

Mr. Paterson. It would be very difficult in any comprehensive way. 
We can point to a few things, however. On a demonstration basis 
and for impact purposes, we subsidized for 1 year the killing of weeds 
in wheat by new chemic als, 

Mr. Harpy. 24—D? 

Mr. Parrerson. Yes. This proved very effective. It gave about 
20 percent increase over neighboring farms that weren’t treated. We 
are now interested in selling this equipment to private associations. 
We feel that in Chile, with its foreign exchange difficulties, we were 
justified in helping the Chileans by bringing in demonstration equip- 
ment, but as Americans, we are very interested in convincing the 
Chileans that that equipment should be turned over to private enter- 
prise companies, and that the Government technicians of the two 
countries continue giving technical advice only. 

Mr. Harpy. How much have we spent in the way of grants of equip- 
ment ? 

Mr. Parrerson. In agriculture, all of our annual agreements since 
I have been here have been signed at 3 to 1. That is, if the United 
States puts up $100,000, the Chileans put up, in pesos, three times 
that amount. Last year the Ministry of Agriculture became so con- 
vinced of the value of this work that they put up, in addition to what 
was required by the agreement, 60-some-odd million pesos; this yea1 
in addition to the agreement, they are putting up about 122 nition 
pesos. 

Mr. Harpy. How much are we putting into the plan under the 
terms of the agreement / 

Mr. Parrerson. This present year our budget for the three prov- 
inces that come within the plan. Chillan, which represent about 12 
percent of Chile’s population, is $273,000. 

Mr. Harpy. Is that in addition to personnel costs ¢ 

Mr. Parrerson. Yes, sir. 

Mr. Harpy. That is essentially grant? 

Mr. Parrerson. That’s right. 

Mr. Harpy. And you said the contract provides for a contribu- 
tion of three times as much by the Chilean Government / 
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Mr. Parrerson. Yes. 

Mr. Harpy. How much are they actually contributing? Frequently 
it runs considerably in excess of what the contract requires, doesn’t it? 

Mr. Parrerson. Yes; this year they are putting in 122 million pesos 
additional. 

Mr. Harpy. What exchange rate do you use? 

Mr. Parrerson. There is no entirely satisfactory one, in my opinion, 
because if you use the official exchange rate, which we do for account- 
ing purposes, you find it is artific ially low. If you use the free rate, 
you find that in terms of local costs it is artific ially high. 

Mr. Harpy. So for purposes of determining the extent to which 
Chile is actually participating, you use the official rate, which makes 
their contribution, percentagewise, seem pretty high, doesn’t it? 

Mr. Parrerson. Yes. 

Mr. Harpy. If you put it on the basis of the free market, it might 
even be below the contract, I take it ¢ 

Mr. Parrerson. That’s right. 

Mr. Harpy. It would be a very interesting discussion. 

Tell me one other thing. What progress have you made in con- 
nection with your housing? 

Mr. Patrerson. Well, in housing, our work has fallen into two 
phases. First there was 2 years of. getting Chileans in Government 
and out of Government together. That was done by our United States 
housing expert, who sparkplugged the formation of a new association 
of people in Government and outside, interested in housing. Using 
this vehicle, our technician interested the Chileans in the principle of 
aided self-help housing. 

The Chileans have grabbed onto this idea. We have signed an 
agreement with them in which we put $ $100,000 and they ‘put 100 
million pesos. Besides, they put in all of the land; they do all of the 
urbanization; they handle ‘all of the loan financing. ‘One thousand 
units, that is the agreement. This is something completely new in 
Chile. It has aroused a lot of interest and has a lot of popular appeal. 
We are beginning in one of these shack towns right here in Santiago. 
The people concerned have already formed their own cooperatives. 

They were very suspicious at first, due to the leftist influences, but 
their gratitude to the United States for our small part is very big. 

Mr. Harpy. Do you have a separate project applicable to this par- 
ticular city? 

Mr. Parrerson. Yes. 

Mr. Harpy. That is a project in itself? 

Mr. Parrerson. Yes. It is part of a larger housing program. 

Mr. Harpy. Do you have any rural housing in that plan? 

Mr. Patrerson. Yes. 

Mr. Harpy. What have you been doing with that? 

Mr. Parrerson. First of all, as you know, the Chilean farms are 
large and they mostly operate with the “inquilinos” or tenants. Many 
Chilean farmers are progressive and want to do something for their 
help, but they haven’t any designs for houses, so one of ‘the things 
we have done is to develop designs for workers’ houses on large farms. 

Mr. Harpy. How many have been built after you gave them the 
designs? 

Mr. Parrerson. I may have to submit this for the record later. 

Mr. Harpy. That’s all right. 
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Mr. Parrerson. In the last few months, as I remember, 17 different 
farmers have gotten designs and started construction on houses for 
their agricultural workers. 

Mr. Harpy. Is the submission of these designs comparatively recent ? 

Mr. Parrerson. Yes, it is. 

Mr. Harpy. So your effort on rural housing hasn’t been underway 
very long? 

Mr. Parrerson. No, it hasn’t. In the town of Chillan, where we 
are working with environmental sanitation, we have started with 
small groups in aided self-help housing. These are small truck farms 
on the outskirts of the city of Chillan, very small properties with no 
houses, just shacks; but we feel that they will be able to finance the cost 
of building materials for their new houses with the technical help that 
we are going to give them in raising vegetable crops for the market 
in Chillan. It will be a small project, but of importance there. 

Mr. Harpy. Does the help that we are putting into that housing 
project constitute a part of the amount you gave a while ago as part 
of the contract, or is that a separate contract? ‘Two hundred thousand 
some odd dollars, as I recall. Does that include the aid with respect 
to housing ? 

Mr. Parrerson. That is a separate agreement, Mr. Chairman. 

Mr. Harpy. That is a separate agreement with respect to the hous- 
ing involved in your Plan Chillan program ? 

Mr. Parrerson. Yes. 

Mr. Harpy. Let’s see. How many different agreements do you have 
that are a part of Plan Chillan ? 

Mr. Parrerson. We have agreements with the Ministries of Agri- 
culture, Public Works, Public Health, Lands and Colonies. and with 
the Chilean Development Corp. 

Mr. Harpy. That is five. 

Mr. Parrerson. Five. Then, further agreements connected with 
the Plan Chillan, 1 in farm-to-market roads, 6; and 1 that deals in 
part with housing, 7. 

Mr. Harpy. Now what is our total contribution under all seven of 
those plans ? 

Mr. Parrerson. I would have to figure it out. 

Mr. Harpy. We'd like also to have the total Chilean contribution, 
too. You need not try to figure it up right now. 

Mr. Patrerson. No; lam making a note. 

Mr. Mraper. Roughly, isn’t it on the order of $2 million ? 

Mr. Parrerson. The whole program this year, including the Plan 
Chillan, is just about $2 million. 

Mr. Mountain. Mr. Patterson, is it true that most of Plan Chillan 
up to date has been in the field of agriculture ? 

Mr. Parrerson. Yes; that’s right. 

Mr. Mounrain. And these others, while agreed upon, are hardly 
underway ? i 

Mr. Parrerson. They are hardly underway. 

Mr. Mountarn. Was there an impact program connected with Plan 
Chillan, or prior to it, in the agriculture area? 

Mr. Patrerson. Yes. 

Mr. Mounrarn. Would you describe that to us? 

Mr. Parrerson. Yes, gladly. 
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When we started the Plan Chillan, we got together with the Chileans 
and decided that one of the important difficulties that we would en- 
counter would be the apathy of the farmer. Farmers are, perhaps, 
universally apathetic to a certain degree. 

This led us to plan carefully our operations for the first year in 
the Plan Chillan. We made sure to have at least two impact projects 
designed to win the farmers’ confidence. We chose foot-and-mouth 
disease and weed control. 

Foot-and-mouth disease, in the area of the Plan Chillan had an inci- 
dence of approximately 30 percent. That meant that work oxen were 
infected, milk production was down, and beef calves wouldn’t fatten. 
In about 70 days, we vaccinated 110,000 head of cattle against foot- 
and-mouth. That meant brigades of vaccinators, representing the new 
Plan Chillan, had to make contact with every farmer in the three 
provinces. This made the plan known, and in a way that was sur- 
prising to the farmer. 

By the end of 1 year, the incidence of foot and mouth fell from 30 
percent to less than 1 percent as a result of that campaign. That 
earned us the gratitude of the farmers and proved to them, at least as 
far as we needed to prove it, that this plan was serious and it meant 
business. 

In that respect I think it is worth pointing out that when a plan 
gets as big as the Plan Chillan, the problem—if it is a problem—of 
publicity, of getting proper credit for the United States, decreases. 
When the contribution of the United States is concentrated in a big 
plan, it is difficult for the Chileans to overlook it. 

When you have your program scattered, it is possible, even officially, 
to overlook the contribution made by the United States. That is one 
reason I think that it is useful to concentrate United States technical 
cooperation, not only geographically, as in the Plan Chillan, but func- 
tionally. 

If you had time to go down to Chillan, you would find that the farm- 
ers in all of this area call this whole thing not the Plan Chillan, but 
point 4, because for many of them the important part is that the 
United States has gone into the plan. That means that the plan has 
seriousness, that it will have continuity, and that is what they are 
interested in. But it isa Chilean plan. Most of the technicians are 
Chilean. We are there as advisers and we have taken advantage of 
certain moments, strategic moments, for the United States in order to 
get the Chileans to do what they wanted to do but couldn’t without us. 

When you do it that way, you don’t offend their dignity, and they 
tend to be generous in giving credit to you, to the United States. 

Mr. Mountarn. I believe you mentioned two impact programs? 

Mr. Parrerson. The other one I mentioned before was weed control 
with 24D and other new chemicals. 

Mr. Mountratn. Have any new sewage systems been built in connec- 
tion with this plan? 

Mr. Patrerson. The Plan Chillan? No. 

Mr. Mountarn. Any previous to that ? 

Mr. Parrerson. Yes, we had a large health and sanitation program 
here from 1945 to 1951. It was mostly of a construction nature. 
Under this plan, hospitals, health centers, sewerage systems, water 
systems were built. The hospitals and health centers were often 
equipped. That program was big. Until 1951 it was the only pro- 
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ram we had here in Chile. It gained many friends for the United 
States in the urban districts where the construction was made; but 
even by the early fifties this program no longer reflected the philosophy 
of technical cooperation as it has developed. 

In the last 2 years we have been reevaluating our program and on 
the basis of this reevaluation we have decided to terminate construc- 
tion in health and sanitation, and to continue our help to the Chileans 
mostly in rural health within the Plan Chillan. 

Mr. Mountarn. This Plan Chillan, I believe you have stated, has 
mostly been in agriculture. Have you had a chief of agricultural 
field party heading up this program ? 

Mr. Parrerson. During the first 2 years the country director served 
as chief of field party for agriculture. That is a situation that isn’t 
ideal, but it had perhaps its special advantages. The situation has 
now been normalized and the assistant that I have had in the last 
2 years, Mr. Hamill, is now chief of the agriculture field party. His 
papers came through last Friday 

Mr. Mounrarn. He is here on the ground? 

Mr. Parrerson. He is here on the ground. 

Mr. Mounrarn. You didn’t ask for another man to be sent from 
Washington ? 

Mr. Parrerson. No; Hamill is chief of agriculture. 

Mr. Chairman, I have just thought of something that was a great 
satisfaction to us and I would like to mention it at this time. 

Mr. Harpy. Go ahead. 

Mr. Parrerson. As a proof of the pride that the Chileans take in 
the Plan Chillan in which we have made a very important contribu- 
tion, President Ibanez, in his state of the nation message to Congress 
last year, devoted about one-third of all that he said about agriculture 
to the Plan Chillan. He was making a résumé of all the agriculture 
in Chile for 1 year, and about one-third of everything he said was 
about the Plan Chillan. That gives you some idea of the importance 
of this plan to the Chileans. 

Mr. Harpy. They must take it seriously. You have spoken a good 
many times about the credit that the American Government gets 
because of its participation in these programs. What are we doing 
to capitalize on that credit? Is there a close cooperation between 
you and Mr. Harkness? 

Mr. Parrerson. Yes, there is. 

Mr. Harpy. It seems to me that there must be a considerable amount 
of information that you could provide to him for use in his work. 
I was wondering the extent to which that is done and how your 
procedures work to get that information available. 

Mr. Patrerson. Yes. Since Mr. Harkness and the Ambassador 
arrived, I think we have worked out a system that is fairly satisfactory. 
It may be possible to improve it somewhat, but it is much better than 
what we had before. Over in our shop we prepare stuff and send it 
over here for release to the press. 

USIS is running weekly half-hour broadcasts, which are very suc- 
cessful ; the title of these broadcasts is “Toward a Better Chile.” They 
go on 2 stations in Santiago, 5 in the country. Spot checks show they 
have the largest audience appeal of any similar programs. They 
dramatize aspects of economic development in Chile, and afford a 
very good opportunity to inform the public about our cooperative 
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projects in geology, civil aviation, soil conservation, and so forth. I 
consider these broadcasts important. 

Mr. Harpy. You do make it a point to make available to Mr. Hark- 
ness and his group all the information that you have that is pertinent 
to it to be disseminated ? 

Mr. Parrerson. Yes, indeed. Those radio broadcasts are on a 50-50 
basis. ICA prepares them and USIS puts them on the air. Is that 
true, Mr. Harkness? 

Mr. Harpy. We'll get to him this afternoon. Let me ask you about 
another phase. 

We had a few comments from the Ambassador this morning about 
the coordination of the ICA activities and the operations of the eco- 
nomic staff of the Embassy. Now of course, the committee realizes 
that there are two distinct areas of responsibility and there are different 
functions involved. Nevertheless it would seem that there are a good 
many ways in which one of your agencies can supplement the other. 

Mr. Parrerson. Yes. 

Mr. Harpy. I wonder what procedures have been adopted insofar as 
ICA is concerned to render such assistance as it can to the economic 
people in the Embassy and utilize the information which the Embassy 
assembles relating to matters of interest to the ICA. 

Mr. Parrerson. Yes. 

Mr. Harpy. Can you comment on that? 

Mr. Parrerson. Yes, indeed. Well, we are pretty well satisfied 
lately. 

Mr. Harpy. Let’s don’t get self-satisfied. Just tell us what you do. 

Mr. Parrerson. All right. 

We have a professional economist in ICA. He is an agricultural 
economist stationed here in Santiago. We have an agricultural econ- 
omist in Chillan. We are intending to bring down another economist. 
That is because establishing priorities in programs, which we feel 
is so important, is impossible without careful study of the overall 
economic situation. 

Mr. Harpy. What kind of contacts do you have with the Embassy 
economic people ? 

Mr. Parrerson. We have a meeting every other Thursday on eco- 
nomics. At that time we find out what the Embassy is doing and 
they find out what we are doing. 

Mr. Harpy. Do you have complete access to the reports gathered 
by the economic folks in the Embassy staff ? 

Mr. Parrerson. Yes. They do not send over to us everything, 
whether they think we are interested or not, but from these meetings 
and because of the fairly close contact, we know when we want to see 
something. For instance, we have been especially interested in the 
last few months in the sale of surplus commodities and have had rather 
careful coordination between the Embassy economist, Mr. Silberstein, 
and our Mr. Barber. They have divided up some of the work on 
that. 

Mr. Harpy. How do you determine what information from your 
organization you will send to the Embassy people ? 
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Mr. Parrerson. That is determined by the personal contact that we 
have in these meetings, and at other times. 

Mr. Harpy. How do they know what you have that they might be 
interested in ¢ 

Mr. Parrerson. Oh, I see. Well, as a rather routine matter we 
send any important document to the Embassy. The most important 
thing we have produced in economics is a supplement to the Chilean 
8-year plan. That was prepared by the ICA for the Chilean Govy- 
pe seaspeoogs It is as big as the one you saw here this morning. In this 

‘ase we arranged special sessions with Mr. Rosenson, of the E mbassy, 
‘oinien mhim. 

That would be an example of something we consider important, 
and of the coordination that took place as a result. 

Mr. Harpy. What kind of working relationships do you have with 
the agricultural attaché ? 

Mr. Parrerson. He has been here only a short time. He comes to 
these meetings on economics. We work with him quite a bit on the 
Fulbright program. We had a meeting last week on certain aspects 
of the surplus commodity sale under Public Law 480, as to how 
pesos would be used to aid marketing here in Chile. 

Mr. Harpy. Is your interest in the surplus agriculture sales here 
confined to the availability of pesos / 

Mr. Parrerson. Our chief interest, yes, because these pesos can 
be loaned to the Chileans for developmental purposes. Our leverage 
in terms of technical cooperation money is less der 1 percent of the 
Chilean national budget. So when we see the possibilities of pesos 
being loaned to the Chileans in support of the plan Chillan or of the 
other programs to which we have given priority, it seems very inter- 
esting to us. 

Mr. Harpy. That raises a very interesting question. What per- 
centage of the Chilean contribution to plan Chillan has grown out of 
loans made from counterpart funds ? 

Mr. Parrerson. So far, none. 

Mr. Harpy. Not any / 

Mr. Parrerson. No. 

Mr. Harpy. But you do plan to augment the Chilean income through 
loans from those funds ? 

Mr. Parrerson. Yes; but loans from those funds will not be con- 
sidered a part of our regular agreements; they will be separate, so 
the funds from surpluses will be additional. 

Mr. Mounrarn. Mr. Patterson, I wonder if you could submit for 
our record a copy of the basic agreement under which plan Chillan 
operates, and also copies of the “subsidiary project agreements that 
are in effect. 

Mr. Parrerson. Yes, indeed. 

Mr. Mountarn. I believe the subsidiary agreements will show the 
funding arrangements that are made ? 

Mr. Parrerson. Yes. 
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(The information requested follows :) 


Technical cooperation agreements between International Cooperation Adminis- 
tration and the Chilean Government agencies to implement “Plan Chillan” 






































| | 
Allocated to ‘Plan 
United | Total contributions | | Chillan 
Pehihit! 5 a States |__ oS et 
ey caesar Activity fiscal | 
, year | United | United 
| States | Pesos States | Pesos? 
| dollars | sf dollars 
i cae Faas Coe dishes 
I | Ministry of Agriculture - | Agriculture.....| 1954 370, 000 |122, 000, 000 | 300, 000 | 3 54, 000, 000 
II | Chilean Development | Water utiliza- 1954 50,000 | 9,000, 000 50,000 | | 3 9, 000, 000 
Corp. | tion. | 
III Ministry of Public | Irrigation.......|. 1954 50,000 | 9,000,000 | 50,000 | 29,000,000 
| Works. 
IV | National Health Service.| Health and san- 1954 100, 000 18, 000,000 | 100,000 | 3 18,000, 000 
| itation. 
Vv Ministry of Lands and | Forestry.-....-.-- 1954 | 20,000) 6,600,000 20,000 | 6,600,000 
Colonies. | | 
VI | Ministry of Agriculture.| Agricultural ed- | 1954 50,000 | 16,500,000 | 50,000 | ¢ 16, 500, 000 
ucation. | 
Vil lsd ds ddid. ot eS 6 22 | 1955 185, 000 | 61,000,000 | 130,000 | 45, 000, 000 
, i * eee 2 aos ae 1955 185, 000 | 61,000,000 | 130, 000 45, 000, 000 
IX | do... | idasesden 1955 50,000 | 60, 000, 000 40,000 | 43, 000, 000 
a» | Ministry ‘of Lands and | Forestry - - --- -| 1955 | 20,000 | 10,000,000 20,000 | 10,000,000 
| _ Colonies. 
XI | ot ipistes of Public | Irrigation.......| 1955 | 50,000 | 16, 500,000 50,000 | 16, 500, 000 
| Works. | | | | 
XII Ministry of Agriculture Agricultural ed- 1955 | 50,000 | 16,500,000 | 50,000 | 4 16, 500, 000 
ucation. | 
XIII | Ministry of Public Farm-to-market 1955 50,000 | 16, 500, 000 50, 000 16, 500, 000 
| Works. | roads. 
XIV | National Housing Corp_| Aided self-help | 1955 0 | 2,500, 000 0 2, 500, 000 
| housing. | 
XV | National Health Service.| Health and san- 1955 150,000 | 49, 500,000 | 100,000 30, 000, 000 
itation. 


| | | 


1 Copies of agreements attached. 

? Official conversion rate 110 pesos to US$1. 

3 Amounts provided for in basic agreement establishing the ‘‘Plan Chillan’’ (see annex A). 
4 Contract with University of California. 


ANNEX A 


PROGRAM OF AGRICULTURAL DEVELOPMENT AND RURAL HYGIENE FOR THE PROVINCES 
OF MAULE, NUBLE, AND CONCEPCION 


In accordance with the Basic Agreement for Technical Cooperation signed by 
the Governments of Chile and of the United States of America on January 16, 
1951, ratified by the Chilean Congress and promulgated by Decree of the Ministry 
of Foreign Relations No. 392, dated June 26, 1951, the Ministries of Agriculture, 
of Public Health and Social Security, of Public Works and Transportation, and 
the Development Production Corp., have subscribed four cooperative agreements 
for technical assistance with the Institute of Inter-American Affairs, which 
administers technical cooperation programs for the Government of the United 
States of America in Latin America. 

The Chilean public health authorities have become convinced that in order to 
resolve public health and hygiene problems in rural areas it is necessary to 
integrate public health projects with those dealing with agricultural development. 
In accordance with this policy, a coordinated program of public health and 
agriculture was established in Aconcagua with the aid of the Rockefeller 
Foundation 5 years ago. 

The results obtained with regard to increased production, better housing, and 
improvement in the diet and general health of the rural inhabitants of the region 
have led the President of the Republic, Don Carlos Ibafiez del Campo to request 
that his Ministers of Agriculture and Public Health and Social Security, in collab- 
oration with the Technical Cooperation Administration of the Government of the 
United States of America. carry out a similar program, but on a larger scale, in 
another region of the country. 

The lack of resources and of expert personnel makes it difficult to resolve the 
food supply problem on a national scale. For this reason it is believed desirable 
to deal with the problem by stages and by regions. 
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As a consequence of this desire of the President of the Republic agreement has 
been reached to install a program of agricultural development and rural hygine in 
the Provinces of Maule, Nuble, and Concepcién, with the Ministries of Agriculture, 
of Public Health and Social Security, of Public Works and Transportation, the 
Development of Production Corp., and the Institute of Inter-American Affairs. 

These three provinces, known as the Concepcion region, a mining and industrial 
center which has experienced sizable expansion as a reSult of the establishment 
of heavy industry in Huachipato, are suffering from an acute disequilibrium 
between production and consumption of foodstuffs. 

The program of agricultural development and rural hygiene is so designed that 
Government agencies can carry on a coordinated and decentralized operation 
tending to solve the public health and food supply problems in the Concepcién 
area, improve the general agricultural pattern of the region, and put a halt to the 
destruction of soil resources. 

The part to be played in this program by the Ministry of Public Works and 
Transportation and by the Development and Production Corp., is oriented prin- 
cipally toward a better utilization of water resources in the agricultural 
production of the provinces referred to above. 

This program will be financed with the contributions stipulated in technical 
cooperation agreements subscribed to by Chile and the United States of America, 
as follows: 








Government 
of the United 
States of 
America 
(in dollars) 


Government 
of Chile 
(in pesos) 





| 





Ministry of Agriculture. -. .---.---- ae a att aaas chatted ea | 54,000, 000 | 300, 000 
Ministry of Public Health and Social Security- ---~--.--.-- ein fant receipe | 18,000, 000 | 100, 000 
Ministry of Public Works and Transportation_- , Paddaawae anit ae | 9, 000, 000 50, 000 
SOURIS OE ORIIOG ND CIN io on. in his siecscnwe cca endiuwadsddaneuden | 9, 000, 000 | 50, 000 

OP ORs seatiatgnacnmncer cone wsencieinanaannansamenasdas ---------| 90,000, 000 | 500, 000 


In addition to these financial contributions, the Government of the United 
States of America, in accordance with the provisions of the agreements referred 
to, will provide such technicians as are required and as are requested by the 
Government of Chile, insofar as it is possible. 

This program will be directed by a Council formed by the Ministers of Agri- 
culture, of Public Health and Social Security, of Public Works and Transporta- 
tion, the Executive Vice President of the Development of Production Corp., the 
Director of Technical Cooperation for Chile of the Institute of Inter-American 
Affairs, the Director General of Agriculture, the Director of the National Health 
Service, and the coordinator of the program. The Council may be further 
augmented by representatives of such national, foreign, or private organizations 
as may in the future cooperate with and adhere to the program. The Council 
will be presided by the Ministers of Agriculture and of Public Health and Social 
Security. 

The Council will determine the general policy of the program; will coordinate 
the actions of the participating agencies, requesting of them such technical re- 
ports as are deemed necessary; and will study the carrying out of the projects 
being executed, for which purpose it will meet periodically so that the coordina- 
tor of the program can report to it on pertinent matters. 

It is agreed that a coordinator for the program will be designated to super- 
vise and coordinate all the activities of the participating national and foreign 
agencies and to promote the execution of the work projects agreed upon. With- 
out prejudice to these attributes of the coordinator, the regional directors of the 
National Health Service, and the delegates designated by the Ministers of Agri- 
culture, of Public Health and Social Security, of Public Works and Transporta- 
tion, and of the Vice President of the Development of Production Corp. will 
act together with him. 

Done in sextuplicate, in Santiago, Chile, this 15th day of July 1953. 

For the Ministry of Agriculture: 

———. , Minister. 
For the Ministry of Public Health and Social Security: 
—_—- , Minister. 
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For the Ministry of Public Works and Transportation : 
— ——,, Minister. 
For the Development of Production Corp. : 
-, Vice President. 
For the Institute of Inter-American Affairs: 
——_—_—- ————-, Director of Technical Cooperation in Chile. 








I 


FINANCIAL CONTRIBUTIONS TO THE COOPERATIVE AGRICULTURE PROGRAM IN CHILE 
FoR 1954 


ARTICLE I 


The financial commitments set forth below are made for the purpose of imple- 
menting the cooperative agriculture program in Chile being carried out pursuant 
to the agreement between the Government of Chile and the Government of the 
United States of America, signed at Santiago on January 16, 1954, as subse- 
quently modified and extended. 

ARTICLE IT 


The Government of the United States of America through the Institute of 
Inter-American Affairs of the Foreign Operations Administration shall deposit 
to the credit of the Departamento Técnico Interamericano de Cooperaci6n 
Agricola for the period January 1, 1954, through December 31, 1954, the sum 
of $370,000 in currency of the United States of America. 


ARTICLE III 


The Government of Chile, through its Ministry of Agriculture, shall deposit to 
the credit of the Departamento Técnico Interamericano de Cooperacién Agricola 
for the period January 1 through December 31, 1954, the sum of Chil$122 million 
in currency of the Republic of Chile. 

The contributions shall be made in installments in the amounts and within 
the periods shown below: 








Pesos Dollars 
Jan. 1 to June 30 caste aie bccicme meres aye tke ea i 61, 000, 000 185, 000 
July 1 to Sept. 30__- i aa aa call ee ae heal A 30, 500, 000 92, 500 
ee NT GE acs sac co eovaretmmeeceess tial en wkaroeoenee = ia 30, 500, 000 92, 500 


ARTICLE IV 


The contributions provided for herein shall be in addition to the contribu- 
tions to the Departmento Técnico Interamericano de Cooperacién Agricola speci- 
fied in prior agreements. 

Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this 30th day of April, 1954. 

For the Government of Chile: 

ALEJANDRO HALES J., 
Minister of Agriculture. 
For the Government of the United States of America : 


ALBION W. PATTERSON, 
Chief of Field Party, The Institute of Inter-American Affairs, Foreign 
Operations Administration. 





II 


AGREEMENT FOR A COOPERATIVE PROGRAM BETWEEN THE GOVERNMENT OF CHILE AND 
THE GOVERNMENT OF THE UNITED STATES OF AMERICA 


The Government of the Republic of Chile, represented by its Minister of For- 
eign Affairs, His Excellency Oscar Fenner Marin, and the Government of the 
United States of America, represented by its Ambassador in the Republic of 
Chile, the Honorable Claude G. Bowers, have agreed as follows : 
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ARTICLE I 


Pursuant to the Basic Agreement for Technical Cooperation, signed on behalf 
of the two Governments at Santiago, Chile, January 16, 1951, ratified by the 
Chilean Congress and promulgated by decree No. 392 of the Ministry of Foreign 
Affairs, dated June 26, 1951, a cooperative program as described below shall 
be initiated in Chile. The obligations assumed herein by the Government of 
the Republic of Chile, will be performed by it through the Corporacién de 
Fomento de la Produccién (hereinafter referred to as the “Corfo”). The obli- 
gations assumed herein by the Government of the United States of America 
will be performed by it through the Institute of Inter-American Affairs, a corpo- 
rate agency of the Government of the United States of America (hereinafter 
referred to as the “Institute’’). The Corfo, on behalf of the Government of 
the Republic of Chile, and the Institute, on behalf of the Government of the 
United States of America, shall participate jointly in all phases of the planning 
and administration of the cooperative program. The Institute will secure the 
assistance of other agencies of the Government of the United States of America 
and of other public and private agencies in discharging its obligations under this 
agreement. This agreement and all activities carried out pursuant to it shall 
be governed by the provisions of the said Basic Agreement for Technical 
Cooperation. 

ARTICLE II 


The objectives of this cooperative program will be: 

1. To promote better water utilization for agricultural production by means 
of more efficient irrigation systems. 

2. To stimulate and increase the interchange between the two countries of 
knowledge, skills, and techniques in this field. 

3. To promote and strengthen understanding and good will between the 


peoples of the United States of America and the Republic of Chile and to 
strengthen the democratic ways of life. 


ARTICLE III 


It is agreed that this cooperative program may include activities of the follow- 
ing types: 

1. Studies of the needs for improving the utilization of water for agricultural 
production in the Provinces of Concepcion, Nuble, and Maule and of the resources 
which are available for this purpose. 

2. The formulation and continuous adaptation of a program to help meet such 
needs. 

3. In accordance with preliminary studies of geology, hydrology, land classifi- 
eation, and agricultural economics to be developed by other agencies within the 
Concepcidén area development plan, a water utilization program will be under- 
taken which may include pump irrigation from wells and streams, small canal 
construction and improvement, and the use of sprinkler irrigation. 


ARTICLE IV 


The Institute agrees to furnish the technicians and specialists to collaborate in 
carrying out the cooperative program. 


ARTICLE V 


There is hereby established a joint fund which will serve as an agency of the 
Government of the Republic of Chile and shall administer the cooperative program 
in accordance with the provisions of this agreement. The vice president of the 
Corfo (hereinafter referred to as the “vice president’), or his representative, and 
the director of technical cooperation of the Institute in Chile, or his representa- 
tive, shall act as directors of the joint fund. The moneys of the joint fund may 
be maintained in such bank or banks as the directors shall select, and shall be 
available only for the purposes of this agreement. 


ARTICLE VI 


_The contracting parties shall contribute and make available, to the extent pro- 
vided below, funds for use in carrying out the program during the period covered 
by this agreement: 
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1. The Government of the United States of America, during the period from 
the date of signing of this agreement through June 30, 1954, shall make available 
the funds necessary to pay salaries and other expenses of the American specialists 
and technicians, as well as such other expenses of an administrative nature as 
the Government of the United States of America may incur in connection with 
this cooperative program. These funds shall be administered by the Institute 
and shall not be deposited to the credit of the joint fund. 

2. In addition, for the period from the effective date of this agreement through 
June 30, 1954, the Government of the United States of America shall contribute 
and make available to the joint fund the sum of $50,000 in currency of the 
United States of America. The contracting parties agree that this sum shall be 
withheld in the United States of America to meet payments to be made outside 
of the Republic of Chile in United States dollars: Provided, however, That the 
vice president and the director of technical cooperation of the Institute may 
agree to deposit any part of this sum to the joint fund when deemed necessary. 
The amounts used for payments in dollars, when expended as agreed upon by 
the directors, shall be considered as if deposited to the credit of the joint fund. 

3. The Government of the Republic of Chile, for the period from the effective 
date of this agreement through June 30, 1954, shall deposit to the credit of the 
joint fund the sum of $9 million (9 million pesos) in currency of the Republic 
of Chile. 

4. The contracting parties may later agree in writing upon the amount of funds 
that each will contribute and make available each year for use in carrying out the 
program during the period from June 30, 1954, through June 30, 1960. 

5. Funds deposited by the Government of the United States of America to the 
eredit of the joint fund shall be convertible into pesos at the highest exchange 
rate available at the time the conversion is made. 

6. The sum deposited to the credit of the joint fund in banks, either in the 
United States of America or in Chile, shall be withdrawn only by checks or other 
documents bearing the joint signatures of the Directors of the joint fund. The 
Directors shall include in the deposit agreement to be made with any bank a pro- 
vision that the bank shall be obligated to repay to the joint fund any moneys 
which it shall pay out from the joint fund on the basis of any document other 
than a check or other withdrawal document that has been signed by both Di- 
rectors. 

ARTICLE VII 


1. The projects undertaken this agreement may include cooperation with na- 
tional or provincial local governmental agencies in Chile, as well as with organiza- 
tions of a public or private character, and international organizations of which 
the United States of America and the Republic of Chile are members. By agree- 
ment between the Directors, contributions of funds or property, by either or both 
parties, or by any of such third parties may be accepted for the joint fund in 
addition to those mentioned in article VI. 

2. The Government of the Republic of Chile in addition to the cash contribu- 
tion provided for in paragraph 3 of article VI hereof, may, at its own expense, 
pursuant to agreement between the Directors: 

(a) Appoint specialists and other necessary personnel to collaborate with the 
joint fund. 

(b) Make available such office space, office equipment and furnishing, and such 
other facilities, materials, equipment, supplies, and services, as it can con- 
veniently provide. 

(c) Make available the general assistance of the other governmental agencies 
of the Government of the Republic of Chile for carrying out the cooperative pro- 
gram. 

ArTicre VIII 


1. The cooperative program herein provided for shall consist of projects, to 
be jointly planned and administered by the Directors of the joint fund. Each 
project shall be embodied in a written operational agreement which shall be 
signed by the Directors, shall define the work to be done, shall make the necessary 
allocations of funds, and may contain such other matters as the parties may agree 
to include. 

2. Upon completion of any projects, a completion memorandum shall be drawn 
up and signed by the Directors which shall provide a record of the work done, 
the objectives sought to be achieved, the expenditures made, the problems encoun- 
tered and solved, and related basic data. 
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3. The selection of Chilean specialists, technicians, and other personnel to be 
sent for training to the United States of America or elsewhere at the expense of 
the joint fund pursuant to this program, as well as the training activities in 
which they shall participate shall be determined jointly by the Directors. 

4. The general policy and administrative procedures that are to govern the 
cooperative program, the carrying out of projects, and the operations of the joint 
fund, such as the disbursement of and accounting for funds, the incurrence of 
obligations of the joint fund, the purchase, use, inventory, control, and disposi- 
tion of property, the appointment and discharge of officers and other personnel 
of the joint fund and the terms and conditions of their employment, and all other 
administrative matters shall be determined jointly by the Directors. 

5. All contracts and other instruments and documents relating to the execution 
of projects under this agreement shall be executed in the name of the joint fund 
and shall be signed by the Directors. The books and records of the joint fund 
relating to the cooperative program shall be open at all times for examination 
by authorized representatives of the Government of the Republic of Chile and 
the Government of the United States of America. The Directors of the joint 
fund shall render a joint annual report of their activities to the two Governments 
and other reports at such intervals as may be appropriate. 

6. Any power conferred by this agreement upon either the Vice President or 
the Director of Technical Cooperation of the Institute may be delegated by either 
of them to any of their respective assistants, provided each such delegation be 
satisfactory to the other. Such delegation will not limit the right of the Vice 
President or of the Director of Technical Cooperation to refer any matter directly 
to one another for discussion and decision. 


ARTICLE IX 


1. All funds deposited to the credit of the joint fund pursuant to this agree- 
ment shall continue to be available for the cooperative program during the 
existence of this agreement without regard to annual periods or fiscal years of 
either of the two parties. 

2. All materials, equipment, and supplies acquired for the cooperative program 
shall become the property of the joint fund and shall be used only in the further- 
ance of this agreement. Any such materials, equipment, and supplies remaining 
at the termination of this cooperative program shall be at the disposition of the 
Government of Chile. 

3. Interest received on funds of the joint fund and any other increment of 
assets of the joint fund, of whatever nature or source, shall be devoted to the 
carrying out of the program and shall not be credited against any contribution 
due from either Government. 

4. Any funds of the joint fund which remain unexpended and unobligated on 
the termination of the cooperative program shall, unless otherwise agreed upon 
in writing by the parties hereto at that time, be disposed of in the following 
manner: 

(a) Deposits in Chilean currency will be returned to the Government of Chile. 

(b) Deposits in United States currency will be returned to the Government of 
the United States of America. 


ARTICLE X 


The Government of the Republic of Chile agrees to extend to the joint fund, 
and to all personnel employed by the joint fund, all rights and privileges enjoyed 
by agencies of the Government of Chile or by its personnel. 


ARTICLE XI 


It is agreed by the contracting parties that the personnel of the Institute shall 
be entitled to all the privileges accorded to employees of the Government of the 
United States of America under article IV of the Basic Agreement for Technical 
Cooperation. 


ARTICLE XII 


The Government of the Republic of Chile will endeavor to obtain the enactment 
of such legislation and will take such executive action as may be required to 
carry out the terms of this agreement. 
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ARTICLE XIII 


This agreement may be referred to as the “Chilean-American Agreement for a 
Program of Water Utilization in Agricultural Production in the Provinces of 
Concepcién, Nuble, and Maule.” It shall become effective on the date it is 
signed and shall remain in force through June 30, 1960, or until 3 months after 
either Government shall give notice in writing to the other of intention to 
terminate it. The duration of this agreement through June 30, 1960, shall be 
subject to the availability of appropriations to both parties for the purpose of 
the program and to the further agreement of the parties pursuant to article VI, 
paragraph 4, hereof. 

Done in quadruplicate, in the English and Spanish languages, at Santiago, 
Chile, this 27th day of June 1953. 

For the Government of the Republic of Chile: 

(S) Oscar FENNER Marin, 
Vinister of Foreign Relations. 
For the Government of the United States of America: 
(S) CLaAupE G. BOwERs, 
Ambassador. 
For the Corporacion de Fomento de la Produccion: 
(S) CaARLos PRODDEN L., 
Vice Presidente Ejectivo. 
For the Institute of Inter-American Affairs: 
(S) ALBION W. PATTERSON, 
Director of Technical Cooperation in Chile. 

Es copia fiel del original. 

e CELSO VARGAS MARDONES, 
Subsecretario de Relaciones Exteriores. 





III 


AGREEMENT FOR A COOPERATIVE PROGRAM BETWEEN THE GOVERNMENT OF CHILE 
AND THE GOVERNMENT OF THE UNITED STATES OF AMERICA 


The Government of the Republic of Chile, represented by its Minister of 
Foreign Relations, His Excellency Oscar Fenner Marin, and the Government of 
the United States of America, represented by its Ambassador in the Republic 
of Chile, the Honorable Claude G. Bowers, have agreed as follows: 


ARTICLE I 


Pursuant to the Basic Agreement for Technical Cooperation, signed on behalf 
of the two Governments at Santiago, Chile, January 16, 1951, ratified by the 
Chilean Congress and promulgated by Decree No. 392 of the Ministry of Foreign 
Affairs, dated June 26, 1951, a cooperative program as described below shall be 
initiated in Chile. The obligations assumed herein by the Government of the 
Republic of Chile, will be performed by it through its Ministerio de Obras 
Piblicas y Vias de Comunicacién (hereinafter referred to as the “Ministry”). 
The obligations assumed herein by the Government of the United States of 
America will be performed by it through the Institute of Inter-American Affairs, 
a corporate agency of the Government of the United States of America (herein- 
after referred to as the “Institute’). The Ministry, on behalf of the Government 
of the Republic of Chile, and the Institute, on behalf of the Government of the 
United States of America, shall participate jointly in all phases of the planning 
and administration of the cooperative program. The Institute will secure the 
assistance of other agencies in discharging its obligations under this agreement. 
This agreement and all activities carried out pursuant to it shall be governed 
by the provisions of the said Basic Agreement for Technical Cooperation. 


ARTICLE IT 


The objectives of this cooperative program will be: 
1. To study the resources of water and irrigable lands in the area extending 
from the Maule River to the Bio-Bio River. 
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2. To plan in detail the irrigation projects which may prove practicable on 
the basis of said studies. 

3. To stimulate and increase the interchange between the two countries of 
knowledge, skills, and techniques in this field. 

4. To promote and strengthen understanding and good will between the peoples 
of the United States of America and the Republic of Chile and to strengthen 
the democratic ways of life. 

ARTICLE ITI 


It is agreed that this cooperative program may include activities of the follow- 
ing types: 

1. Hydrology.—To make hydrological studies of surface and underground 
water supplies and drainage. 

2. Land classification.—To set up standards and classify land according to its 
physical and economic suitability for irrigation. 

3. Agricultural economics.—To determine the costs and benefits of developing 
projects. 

4. Topograph—To make detailed topographic surveys for water distribution 
and canal locations, 

5. Engineering.—To design structures, canals, turnouts for feasible projects. 


ARTICLE IV 


The Institute agrees to furnish the technicians and specialists to collaborate 
in carrying out the cooperative program. 


ARTICLE V. 


There is hereby established a joint fund which will serve as an agency of the 
Government of the Republic of Chile and shall administer the the cooperative 
program in accordance with the provisions of this agreement. The Ministro 
de Obras Piublicas y Vias de Comunicacion (hereinafter referred to as the 
“Minister’), or his representative, and the director of technical cooperation of 
the Institute of Inter-American Affairs in Chile, or his representative, shall not 
as directors of the joint fund. The moneys of the joint fund may be maintained 
in such bank or banks as the directors shall select, and shall be available only 
for the purposes of this agreement. 


ARTICLE VI 


The contracting parties shall contribute and make available, to the extent 
provided below, funds for use in carrying out the program during the period 
covered by this agreement: 

1. The Government of the United States of America, during the period from 
the date of signing of this agreement through June 30, 1954, shall make ayail- 
able the funds necessary to pay the salaries and other expenses of an adminis- 
trative nature as the Government of the United States of America may incur 
in connection with this cooperative program, These funds shall be administered 
by the Institute and shall not be deposited to the credit of the joint fund. 

2. In addition, for the period from the effective date of this agreement through 
June 30, 1954, the Government of the United States of America shall contribute 
and make available to the joint fund the sum of $50,000 in currency of the 
United States of America. The contracting parties agree that this sum shall be 
withheld in the United States of America to meet payments to be made outside 
of the Republic of Chile in United States dollars; provided, however, that the 
minister and the director of technical cooperation of the institute may agree 
to deposit any part of this sum to the joint fund when deemed necessary. The 
amounts used for payments in dollars, when expended as agreed upon the direc- 
tors, shall be considered as if deposited to the credit of the joint fund. 

3. The Government of the Republic of Chile, for the period from the effective 
date of this agreement through June 30, 1954, shall deposit to the credit of the 
joint fund the sum of $9,000,000 in currency of the Republie of Chile. 

4. The contracting parties may later agree in writing upon the amount of funds 
that each will contribute and make available each year for use in carrying out 
the program during the period from June 30, 1954 through June 30, 1960. 

5. Funds deposited to the credit of the joint fund by the Government of the 
United States of America shall be convertible into pesos at the highest exchange 
rate available at the time the conversion is made. 
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6. The sums deposited to the credit of the joint fund in banks, either in the 
United States or in Chile, shall be withdrawn only by check or other document 
bearing the joint signatures of the directors of the joint fund. The directors 
shall include in a deposit agreement to be made with any bank a provision that 
the bank shall be obligated to repay to the joint fund any moneys which it shall 
pay out from the joint fund on the basis of any document other than a check or 
other withdrawal document that has been signed by both directors. 


ARTICLE VII 


1. The projects undertaken under this agreement may include cooperation with 
national or provincial local governmental agencies in Chile, as well as with 
organizations of a public or private character, and international organizations 
of which the United States of America and the Republic of Chile are members. 
By agreement between the directors, contributions of funds or property, by 
either or both parties, or by any of such third parties may be accepted for the 
joint fund, in addition to those mentioned in article VI. 

2. The Government of the Republic of Chile in addition to the cash contribu- 
tion provided for in paragraph 38 of article VI hereof, may, at its own expense, 
pursuant to agreement between the directors: 

(a) Appoint specialists and other necessary personnel to collaborate with the 
joint fund. 

(b) Make available such office space, office equipment, and furnishings, and 
such other facilities, materials, equipment, supplies, and services as it can con- 
veniently provide. 

(c) Make available the general assistance of the other governmental agencies 
of the Government of the Republic of Chile for carrying out the cooperative 
program. 

ARTICLE VIII 


1. The cooperative program herein provided for shall consist of projects to be 
jointly planned and administered by the directors of the joint fund. Each project 
shall be embodied in a written operational agreement, which shall be signed by 
the directors, shall define the work to be done, shall make the necessary alloca- 
tions of funds, and may contain such other matters as the parties may agree 
to include. 

2. Upon completion of any project a completion memorandum shall be drawn 
up and signed by the directors, which shall provide a record of the work done, the 
objectives sought to be achieved, the expenditures made, the problems encoun- 
tered and solved, and related basic data. 

3. The selection of Chilean specialists, technicians, and other personnel to be 
sent for training to the United States or elsewhere at the expense of the joint 
fund pursuant to this program, as well as the training activities in which they 
shall participate shall be determined jointly by the directors. 

4. The general policy and administrative procedures that are to govern the 
cooperative program, the carrying out of projects, and the operations of the joint 
fund, such as the disbursement of and accounting for funds, the incurrence of 
obligations of the joint fund, the purchase, use, inventory, control, and disposi- 
tion of property, the appointment and discharge of officers and other personnel 
of the joint fund and the terms and conditions of their employment, and all other 
administrative matters shall be determined jointly by the directors. 

5. All contracts and other instruments and documents relating to the execution 
of projects under this agreement shall be executed in the name of the joint fund 
and shall be signed by the directors. The books and records of the joint fund 
relating to the cooperative program shall be open at all times for examination 
by authorized representatives of the Government of the United States of America 
and the Government of the Republic of Chile. The directors of the joint fund 
shall render a joint annual report of their activities to the two Governments 
and other reports at such intervals as may be appropriate. 

6. Any power conferred by this agreement upon either the minister or the 
director of technical cooperation of the institute may be delegated by either of 
them to any of their respective assistants, provided each such delegation be satis- 
factory to the other. Such delegation will not limit the right of the minister or 
of the director of technical cooperation to refer any matter directly to one 
another for discussion and decision. 
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ARTICLE IX 


1. All funds deposited to the credit of the joint fund pursuant to this agree- 
ment shall continue to be available for the cooperative program during the exist- 
ence of this agreement without regard to annual periods or fiscal years of either 
of the two parties. 

2. The materials, equipment, and supplies acquired for the cooperative pro- 
gram shall become the property of the joint fund and shall be used only in the 
furtherance of this agreement. Any such materials, equipment, and supplies 
remaining at the termination of this cooperative program shall be at the disposi- 
tion of the Government of Chile. 

3. Interest received on funds of the joint fund and any other increment of 
assets of the joint fund, of whatever nature or source, shall be devoted to the 
carrying out of the program and shall not be credited against any contribution 
due from either Government. 

4. Any funds of the joint fund which remain unexpended and unobligated on 
the termination of the cooperative program shall, unless otherwise agreed upon 
in writing by the parties hereto at that time, be disposed of in the following 
manner : 

(a) Deposits in Chilean currency will be returned to the Government of Chile. 

(b) Deposits in United States currency will be returned to the Government 
of the United States of America. 


, 


ARTICLE X 


The Government of the Republic of Chile agrees to extend to the joint fund, 
and to all personnel employed by the joint fund all rights and privileges enjoyed 
by agencies of the Government of Chile or by its personnel. 


ARTICLE XI 


It is agreed by the contracting parties that the personnel of the institute shall 
be entitled to all the privileges accorded to employees of the Government of the 
United States of America under article IV of the basic agreement for technical 
cooperation. 

ARTICLE XII 


The Government of the Republic of Chile will endeavor to obtain the enactment 
of such legislation and will take such executive action as may be required to 
carry out the terms of this agreement. 


ARTICLE XIII 


This agreement may be referred to as the “‘Chilean-American Agreement for a 
Program of Water Utilization in the Area Between the Maule and Bio-Bio 
Rivers.” It shall become effective on the date it is signed and shall remain in 
force through June 30, 1960, or until 3 months after either Government shall 
give notice in writing to the other of intention to terminate it. The duration 
of this agreement through June 30, 1960, shall be subject to the availability of 
appropriations to both parties for the purposes of the program and to the further 
agreement of the parties pursuant to article VI, paragraph 4, hereof. 

Done in quadruplicate, in the English and Spanish languages at Santiago, 
Chile, this 27th day of June, 1953. 

For the Government of the Republic of Chile: 

(S) Oscar FENNER MARIN, 
Ministro de Relaciones Exteriores. 
For the Government of the United States of America: 
(S) CLaupbe G. Bowers, 
Ambassador. 
Ministerio de Obras Publicas y Vias de Comunicacion: 
(S) ORLanpo LATORRE, 
Ministro de Obras Piblicas y Vias de Comunicacién. 


For the Institute of Inter-American Affairs: 
(S) ALpBion W. Patrerson, 
Director of Technical Cooperation in Chile. 


Es copia fiel del original. 


CELSO VARGAS MARDONES, 
Subsecretario de Relaciones Ezxteriores. 
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EY. 


DEPARTAMENTO COOPERATIVO INTERAMERICANO DE OBRAS DE SALUBRIDAD DEL 
SERVICIO NACIONAL DE SALUD 


Prosect No. 62 


Progect AGREEMENT FOR THE COOPERATIVE DEVELOPMENT OF PUBLIC HEALTH IN 
THE PROVINCE OF MAULE, NUBLE, AND CONCEPTION 


Pursuant to the basic agreement between the Republic of Chile, represented 
by the former National Public Health Service, and the Government of the United 
States of America, represented by the Institute of Inter-American Affairs, dated 
May 12, 1943, as modified and extended by agreements dated January 22, 1949, 
August 5, 1949, January 9, 1951, February 19, 1951, February 26, 1952, June 30, 
1952, February 3, 1953, June 27, 1953, and May 24, 1954, providing for a cooper- 
ative program of health and sanitation, this project agreement is entered into 
between the new National Health Service of the Republic of Chile, represented 
by Dr. Guillermo Valenzuela, director; the Institute of Inter-American Affairs 
(hereinafter called the “Institute”), represented by Dr. E. Ross Jenney, chief 
of field party, Division of Health and Sanitation ; and the Departamento Coopera- 
tivo Interamericano de Obras de Salubridad del Servicio Nacional de Salud 
(hereinafter called the “Departamento” ), represented by its director, Dr. E. Ross 
Jenney. 


THE PROBLEM 


It is acknowledged, on the basis of past experiences, that the most suitable 
approach by an international agency to the problems of public health in any 
country is by the technique of demonstration, supplemented by a training pro- 
gram. In the past, the Departamento has pursued this objective by means of 
the construction and organization of certain health centers, the provision of 
medical equipment, sanitary engineering projects, and health education and 
industrial hygiene programs. 

Most of these activities were carried out in urban areas. Recognizing an acute 
need for stimulating public health consciousness in rural communities, a coordi- 
nated rural health demonstration program was developed at Peumo as project 
No. 50. Various specialities pertaining to the field of public health have been 
coordinated in this project. 

It appears that a cooperative project of wider scope covering a larger area 
and including both urban and rural populations, is the next logical step in the 
application of this philosophy, utilizing all branches of public health and includ- 
ing housiing, which is a function associated with the Departamento. 

In the belef that better results can be achieved through coordination with 
other fields of economic activity, the Provinces of Maule Nuble, and Concepcién 
have been selected because they are included in an extensive cooperative program 
of agricultural development which has recently been initiated under the direction 
of the Ministry of Agriculture, with the Institute of Inter-American Affairs act- 
iug in an advisory capacity. Furthermore, it is recognized that the most press- 
ing problems in the Provinces of Maule and Nuble are rural in character, while 
those of Concepcion are related to housing and environmental sanitation and 
are accentuated by the recent shift in population as a result of industrialization. 


THE OBJECTIVE 


The objective of this project is to develop a cooperative health demonstration 
program in the Provinces of Maule, Nuble, and Concepcion, utilizing all phases 
of applied public health, coordinating it, whenever possible, with the agricultural 
development program that has been described. It is anticipated that the public 
health program will be of such scope as to have important effects, not only on 
a substantial portion of the population of Chile, but also on the work methods 
which are used in the health zones which are under the National Health Service. 
In some respects it will help demonstrate techniques of decentralized adminis- 
trative operations in the country and will provide additional means to increase 
personnel training in the National Health Service. 

The selection of this area is based on the strategic position it bears in rela- 
tion to the economic life of the country. Even though the possibilities of indus- 
trialization of the area are partly jeopardized at present by the problems of 
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public health and housing, the educational facilities and administrative frame- 
work of these communities are such that adequate support can be expected at 
the local level if it is encouraged and aided by the Government. 


I, The general plan 

The general plan of operations involves the use of the facilities of the various 
work units of the National Health Service and the Departamento, insofar as 
necessary to insure the success of the program in all its phases, which include, 
among others—rural sanitation, medical care, maternal and child care, nutrition, 
housing, communicable-disease control, public health nursing, health education, 
and industrial hygiene. 

Although the project will be coordinated as closely as possible with the pro- 
gram of agricultural development which has been mentioned, initial action on 
all technical matters relating to medicine will be undertaken by agreement be- 
tween the National Health Service and the Departamento, acting through the 
district officers and the directors of health centers. The coordination of the 
public health and agriculture programs will consist of concentrating the resources 
and experiences of the agriculture and public health services in the said provinces. 
It must be recognized, however, that the agricultural program may be extended 
to a larger area than that contemplated in this project, and therefore the areas 
of coordination may be more restricted. 


IT. Summaries of anticipated programs 

The following brief descriptions are tentative and it is anticipated that further 
consultation with district officers may result in changes in the proposed activities. 
However, a detailed work plan will be prepared as the basis for the organization 
and development of each specific program. 

The Departamento will act in an advisory capacity. It is not possible at this 
time to estimate its share in the financing of each project. It is anticipated 
that in some cases the Departamento will finance the entire program; in other 
cases it will supply part or all of the equipment; and in others it may act as 
adviser to programs totally financed and conducted by the National Health 
service. 

The coordination of the rural programs with agricultural activities will be 
formulated as a result of subsequent discussion and planning. 

A. Health education program.—Complete understanding of the proposed objec- 
tives by the rural population and the establishment of conditions which will 
encourage the people to take active part in carrying out the projects are pre- 
requisites of the area development plan in Maule, Nuble, and Concepcion. 

The problems of agriculture, public health, and animal and crop husbandry 
which are contemplated in these projects are derived largely from traditional 
attitudes and patterns of behavior which are unsuitable for the conservation and 
development of the economic, human, and natural resources of the large area 
involved. 

It is felt that it is not enough to make available to the rural population facili- 
ties for agricultural development and health protection. In providing such serv- 
ice, educational programs must be undertaken simultaneously in order to bring 
about needed changes in traditional empiric health and farming practices. 

The educational phases of the plan are contemplated as an integrated process 
designed to create in the agricultural worker a well-rounded consciousness of 
his rights and responsibilities as a human being and as a member of a society in 
evolution. That is to say, in preparing and carrying out the educational pro- 
gram, the agricultural, health, cultural, and recreational problems of the area 
shall be considered as interrelated factors to be dealt with in a body in order to 
improve the physical, mental, and social welfare of the individual and of the rural 
community. 

In order to fulfill these objectives, the general program of health education 
will comprise a series of activities, among which special attention will be given 
to the study of the community and the organization of its resources to assist in 
achieving the specific purposes of each project. 

In the various communities agricultural and health development committees 
will be organized according to the characteristics, main interests, and needs of 
each, in order to obtain community participation and cooperation in the various 
projects. 

Clubs for small farmers will be set up with the aid of the agricultural exten- 
sion agents, local schools, and public health personnel. 
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Short courses in health education and agricultural extension training for pro- 
fessional and nonprofessional personnel stationed in the area. Study and devel- 
opment of policies and action programs combining both fields for each type of 
personnel. 

Educational programs will be established in the rural health centers. 

Special activities would be carried out to publicize the objectives and services 
offered under the plan and its individual projects. 

Communities and their resources will be studied in order to make them avail- 
able for the particular purposes of the projects of the general plan. Visual and 
audiovisual materials will be obtained and utilized. 

The above activities are part of the general plan of the health education pro- 
gram and will be drafted in detail when the technical committee of project No. 62 
is appointed. 

B. Rural health centers.—It is planned to build small rural health centers at 
a low cost, which will be used principally to provide mother and child care, sani- 
tation, medical attention, and health education. These centers will be visited 
regularly by a physician on designated days to provide general medical consulta- 
tion and direct the patients to the regional hospitals for confirmation of diagnosis 
and treatment at a higher level. There will be a resident midwife who will also 
perform nursing duties and a sanitary inspector who will serve as a clinical aid 
once he is trained in these functions. 

It is planned to construct three centers of this type for demonstration purposes. 

C. Urban sanitation in selected areas.—It is proposed to show how improve- 
ments in community health can be achieved and the rate of enteric infections 
lowered by the provision of safe drinking water, careful food handling and food 
protection, and by the appropriate disposal of excreta and other household wastes. 
rogram sites for such demonstrations will be selected by the district officer and 
the directors of health centers on the basis of morbidity and mortality figures and 
other local conditions. 

D. Rural health and sanitation in a selected area.—This program proposes to 
improve public health in rural communities and hence their agricultural produc- 
tivity through the combined efforts of technical groups and with the community 
participating actively in planning, executing, and financing the program. 

An area will be selected in the Province of Nuble wherein programs in agri- 
culture and health development will be coordinated. 

In the field of environmental sanitation, it is proposed to construct a water 
supply system in 1 town of approximately 1,000 inhabitants and wells for smaller 
population groups living in the vicinity of the selected community. It is con- 
sidered that sanitary pit privies should be introduced as the standard method 
for excreta disposal. Food control, insect and rodent control, and waste-disposal 
activities will complete the basic sanitation program. 

A housing program will also be incorporated to the proposed activities of en- 
vironmental sanitation. It is planned to use local building materials and to 
encourage family groups to work in the construction of the houses, respecting, 
however, individual ways of life and prevailing customs. 

The teaching of home economics is considered indispensable for the success 
of the rural development program. One of the principal activities in this field 
will consist of providing technical assistance in home management to small 
landowners and direct education to tenant farmers. 

A limited program of preventive medicine and medical care will be set up with 
special emphasis on maternal and child care. 

Finally, the rural development program will also undertake activities in health 
education and community organization. It is recognized that health, agricul- 
tural, economic, and social problems in a given area are closely related to 
prevalent customs, traditions, and educational standards. To instill new ideas 
and practices in current ways of life in order to achieve better health standards, 
it is necessary to stimulate and organize the study of regional problems through 
local committees which will devise the most appropriate solutions to them in 
the light of existing conditions and resources. It is hoped that these work units 
will find the means to finance the installation of sanitation facilities and will 
assist in educating the people wth regard to these problems. 


FINANCING 


The National Health Service has allocated the sum of 18 million pesos ($18 
million) specifically for the execution of this project pursuant to the agreement 
dated July 15, 1953, which sum may be used during the continuation of the pro- 
gram to cover expenses which are incurred in connection with it, including the 
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purchase of equipment and materials which may be needed. At the same time, 
the Institute shall deposit to the credit of the Departamento, the sum of US$100,- 
000, specifically for the execution of the program pursuant to the agreement of 
July 15, 1953, which sum shall be used for dollar purchases in the furtherance 
of the program. 

The program funds specified in the paragraph above may be increased if the 
parties deem it necessary, with funds taken from the general funds of the 
Departamento, provided such amounts are in addition to the funds required for 
other projects which are financed entirely from the general funds. Additional 
contributions from third parties for the development of the program in the 
Provinces of Maule, Nuble, and Concepcién may also be accepted. 

A budget containing detailed estimates of the peso and dollar expenditures to 
be made by the Departamento shall be prepared by the Director of the Departa- 
mento and submitted to the Director and to the Council of the National Health 
Service for approval. 

Upon completion of this cooperative program, any funds remaining unex- 
pended, whether in Chilean or United States currency, shall revert to the gen- 
eral funds of the Departamento and any property which is not necessary for 
the continuation of the project shall be disposed of as the parties hereto may 
agree in writing. 

ADMINISTRATION 


An executive committee shall be appointed, composed of the Director General 
of the National Health Service or his delegate, who shall act as chairman, the 
‘Nhief of Field Party of the Division of Health, Welfare, and Housing or his 
delegate, and a Coordinator of Health to be nominated by said Chief of Field 
Party and appointed by the Director General of the National Health Service. 
The policies to be adopted will require unanimous approval by the members of 
the committee. Committee meetings shall be attended by such technical personnel 
of the National Health Service as may be deemed advisable. 

The Coordinator of Health shall be a member of the Advisory Council of the 
Area Development Plan in which he will act on behalf of the executive com- 
mittee. 

In addition there shall function a Technical Advisory Committee to be 
presided by the Coordinator of Health and composed of technicians of the 
National Health Service and the Departamento appointed by the executive 
committee, and by the district officers for the Provinces of Maule, Numble, and 
Concepcion. 

The Technical Advisory Committee shall study and draft such plans for 
operations as it may deem advisable or which the Advisory Council may re- 
quest. It shall also be responsible for reviewing the reports submitted by 
project chiefs and suggest any changes which may tend to improve results. 

When any plan of operations is adopted, the Technical Advisory Commit- 
tee shall appoint one of its members to act as technical consultant and direct 
the program by way of and in concurrence with the respective district of- 
ficer. 

For each program within this project, there shall be a project chief who 
shall be designated by the Director General or the Council of the National 
Health Service, as the case may be, pursuant to law No. 10,383. His appoint- 
ment shall be proposed by the Director of the Departamento. This project 
chief shall work as a member of the district staff in the area where the pro- 
gram shall be developed and shall submit his reports to the Director of the 
Departamento, his district officer, the Technical Advisory Committee and the 
technical consultant. 

All matters of an administrative nature pertaining to the operation of this 
project, such as the receipt and disbursement of funds, the purchase and dis- 
tribution of equipment and materials, the hiring and discharge of personnel, 
etc., shall be developed under the direction of the Director of the Departa- 
mento with the approval of the Director General of the National Health Service. 

Any personnel which it may be necessary to hire from funds of this proj- 
ect shall be appointed by the Director of the Council of the National Health 
Service, as the case may be, at the proposal of the Director of the Departa- 
mento. 


CONTINUATION 


The program provided for in this project agreement shall continue to oper- 
ate aS a cooperative project of the Departamento for such period of time as 
the parties hereto consider necessary. Upon the expiration of such a period 
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it shall be the responsibility of the National Health Service to take over the 
operation and financing of the programs incorporated in this project. 

In witness whereof the parties hereto have caused this project agreement 
to be executed by their duly authorized representatives at Santiago, Chile, this 
24th day of September 1954. 


Servicio Nacional de Salud: 
Dr. GUILLERMO VALENZUELA L., 
Director General. 
The Institute of Inter-American Affairs, Division of Health, Welfare, and 
Housing: 
Dr. E. Ross JENNEY, 
Chief of Field Party. 


Departamento Cooperativo Interamericano de Obras de Salubridad del Servi- 
cio Nacional de Salud: 
Dr. E. Ross JENNEY, 
Director. 


V 


AGREEMENT FOR A COOPERATIVE PROGRAM BETWEEN THE GOVERMENT OF CHILE AND 
THE GOVERNMENT OF THE UNITED STATES OF AMERICA 


The Government of the Republic of Chile, represented by its Minister of 
Foreign Affairs, His Excellency Guillermo del Pedregal, and the Government of 
the United States of America, represented by its Ambassador in the Republic 
of Chile, His Excellency Willard L. Beaulac, have agreed as follows: 


ARTICLE I 


Pursuant to the Basic Agreement for Technical Cooperation, signed on behalf 
of the two Governments at Santiago, Chile, on January 16, 1951, ratified by the 
Chilean Congress and promulgated by Decree No. 392 of the Ministry of Foreign 
Affairs, dated June 26, 1951, a cooperative program as described below shall be 
initiated in Chile. The obligations assumed herein by the Government of the 
Republic of Chile, will be performed by it through the Ministerio de Tierras y 
Colonizacion (hereinafter referred to as the Ministry). The obligations assumed 
herein by the Government of the United States of America will be performed by 
it through the Institute of Inter-American Affairs, a corporate agency of the 
Government of the United States of America (hereinafter referred to as the 
Institute). The Ministry, on behalf of the Government of the Republic of 
Chile, and the Institute, on behalf of the Government of the United States of 
America, shall participate jointly in all phases of the planning and administra- 
tion of the cooperative program. The Institute will secure the assistance of 
other agencies of the Government of the United States of America and of other 
public and private agencies in discharging its obligations under this agreement. 
This agreement and all activities carried out pursuant to it shall be governed 
by the provisions of the Basic Agreement for Technical Cooperation. 


ARTICLE II 


The objectives of this cooperative program will be: 

1. Conservation of soil and water resources in the watershed of the Andalien 
River in the Province of Concepcion, by means of a reforestation program to be 
undertaken in cooperation with the Project for Soil and Water Conservation of 
the Program of Agricultural Development and Rural Hygiene for the Provinces 
of Maule Nuble, and Concepcion, which was signed on July 15, 1953. 

2. Stabilization and aforestation of the Chance Dunes. 

8. Technical and financial assistance in establishing a tree nursery in coopera- 
tion with the Direccion Nacional de Agricultura and the Departmento Tecnico 
Inter-Americano do Cooperacion Agricola through project No. 22, soil and water 
conservation project which was signed on August 1, 1953. 

4. To stimulate and increase the interchange between the two countries of 
knowledge, skills, and techniques in this field. 

5. To promote and strengthen understanding and good will between the peoples 
of the United States of America and the Republic of Chile and to strengthen 
the democratic ways of life. 
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ARTICLE III 












The Institute agrees to furnish the technicians and specialists to collaborate 
in carrying out the cooperative program. 







ARTICLE LV 









There is hereby established a joint fund which will serve as an agency of the 
Government of the Republic of Chile and shall administer the cooperative pro- 
gram in accordance with the provisions of this agreement. The ministro de 
Tierras y Colonizacion (hereinafter referred to as the Ministry), or his dele- 
gate, and the Director of Technical Cooperation of the Institute in Chile, or 
his representative, shall act as directors of the joint fund. The moneys of 
the joint fund may be maintained in such bank or banks as the directors shall 
select, and shall be available only for the purposes of this agreement. 











ARTICLE V 






The contracting parties shall contribute and make available to the extent 
provided below, funds for use in carrying out the program during the period 
covered by this agreement : 

1. The Government of the United States of America, during the period from 
the date of signing of this agreement through June 30, 1954, shall make available 
the funds necessary to pay salaries and other expenses of the American spe- 
cialists and technicians, as well as other expenses of an administrative nature 
as the Government of the United States of America may incur in connection 
with this cooperative program. These funds shall be administered by the In- 
stitute and shall not be deposited to the credit of the joint fund. 

2. In addition, for the period from the date on which this agreement is 
signed through June 30, 1954, the Government of the United States of America 
shall contribute and make available to the joint fund the sum of $20,000 in eur- 
rency of the United States of America. The contracting parties agree that these 
funds shall be withheld in the United States of America to pay the expenses of 
the joint fund to be made outside of the Republic of Chile in United States 
dollars; provided, however, that the Minister and the Director of Technical 
Cooperation of the Institute may agree to deposit any part of this sum to the 
joint fund when deemed necessary. The amounts used for payments in dollars, 
when expended as agreed upon by the Minister and the Director shall be con- 
sidered as if deposited to the credit of the joint fund. 
p+ 3. The Government of the Republic of Chile, for the period from the date on 
which this agreement is signed through June 30, 1954, shall deposit to the 
eredit of the joint fund the sum of Chile $6,600,000 in currency of the Republic 
of Chile. 

4. The contracting parties may later agree in writing upon the amount of funds 
that each will contribute and make available each year for use in carrying out 
the program during the period from June 30, 1954, through June 30, 1960. 

5. The conversion of the funds contributed by the Government of the United 
States of America to the joint fund into pesos shall be made at the highest 
exchange rate available at the time of the conversion. 

6. The sums deposited to the credit of the joint fund in banks, either in the 
; United States of America or in Chile, shall be withdrawn only by checks or other 
4 documents bearing the joint signature of both directors of the joint fund. The 
directors shall provide in the deposit agreement to be made with any bank 
that the bank shall be obligated to repay to the joint fund any moneys which 
it shall pay out from the joint fund on the basis of any document other than 
a check or other withdrawal document that has been signed by both directors. 
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ARTICLE VI 









1. Projects undertaken under this agreement may include cooperation with 
national or provincial local governmental agencies in Chile, as well as with 
organizations of a public or private character, and international organizations 
of which the United States of America and the Republic of Chile are members, 
By agreement between the directors, contributions of funds or property, by 
either or both parties, or by any third party may be accepted for the joint fund 
in addition to those mentioned in article V, 

¢ 2. The Government of the Republic of Chile in addition to the cash contribution 

provided for in paragraph 3 of article V hereof, may, at its own expense, pur- 

Suant to agreement between the Minister and the Director: 
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(a) Appoint specialists and other necessary personnel to collaborate with the 
joint fund. 

(b) Make available such office space, office equipment and furnishings, and 
such other facilities, materials, equipment, supplies, and services, as it can 
provide. ; 

(c) Make available the general assistance of the other governmental agencies 
of the Government of the Republic of Chile for carrying out the cooperative 
program. 

ARTICLE VII 


1. The cooperative program shall consist of projects, to be jointly planned and 
administered by the directors of the joint fund. Each project shall be em- 
bodied in a written operational agreement which shall be signed by both direc- 
tors, shall define the work to be done, shall make the necessary allocations of 
funds, and may contain such other matters as the parties may agree to include. 

2. Upon completion of any projects, a completion memorandum shall be drawn 
up and signed by the directors which shall contain a record of the work done, 
the objectives sought to be achieved, the funds contributed, the expenditures 
made, the problems encountered and solved, and other related basic data. 

3. The specialists, technicians, and other Chilean personnel in the field of ag- 
riculture to be sent for training to the United States of America or elsewhere 
at the expense of the joint fund pursuant to this program, as well as the training 
or other activities in which they shall participate shall be determined jointly by 
the directors. 

4. The general policy and administrative procedures that are to govern the 
cooperative program, the carrying out of projects, and the operations of the joint 
fund, such as the disbursement and accounting for funds, the incurrence of 
obligations of the joint fund, the purchase, inventory, control, and disposition 
cf property, the appointment and discharge of officers and other personnel of the 
joint fund and the terms and conditions of their employment, and all other 
administrative matters shall be determined jointly by the directors. 

5. All contracts and other instruments and documents relating to the execu- 
tion of projects under this agreement shall be executed in the name of the joint 
fund and shall be signed by both directors. The books and records of the joint 
fund relating to the cooperative program shall be open at all times for examina- 
tion by authorized representatives of the Government of the Republic of Chile 
and the Government of the United States of America. The directors of the joint 
fund shall render a joint annual report of their activities to the two Governments 
and other reports at such intervals as may be appropriate. 

6. Any power, right, or obligation conferred by this agreement upon either the 
Minister or the Director of Technical Cooperation of the Institute may be dele- 
gated by either of them to any of their respective assistants, provided each such 
delegation be satisfactory to the other. Such delegation will not limit the right 
of the Minister or of the Director of Technical Cooperation to determine any 
matter directly between them. 

ARTICLE VIII 


1. All funds deposited to the credit of the joint fund pursuant to this agree- 
ment shall continue to be available for the objectives of the cooperative program 
during the existence of this agreeement without regard to annual periods of 
fiscal years of either of the two parties. 

2. All materials, equipment, and supplies acquired for the cooperative program 
shall become the property of the joint fund and shall be used only in the fur- 
therance of this agreement. Any such materials, equipment, and supplies re- 
maining at the termination of this cooperative program shall be at the disposi- 
tion of the Government of Chile. 

8. Interest received on funds of the joint funds and any other increment of 
assets of the joint fund, of whatever nature or source, shall be devoted to the 
carrying out of the program and shall not be credited against any contribution 
due from either Government. 

4. Any funds of the joint fund which remain unexpended or unobligated on the 
termination of the cooperative program shall, unless otherwise agreed upon in 
writing by the parties hereto at that time. be disposed of in the following manner: 

(a) Deposits in Chilean currency will be returned to the Government of Chile. 

(b) Deposits in United States currency will be returned to the Government 
of the United States of America. 
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ARTICLE IX 


The Government of Chile agrees to extend to the joint fund, and to all per- 
sonnel employed by the joint fund, all rights and privileges, enjoyed by agencies 
of the Government of Chile or by its personnel. 


ARTICLE X 


It is agreed by the contracting parties that the personnel of the Institute, 
cooperating in this program, shall be entitled to all the rights accorded to em- 
ployees of the Government of the United States of America under article IV of 
the basic agreement for Technical Cooperation. 


ARTICLE XI 


The Government of the Republic of Chile will endeavor to obtain the enact- 
ment of such legislation and will take such executive action as may be required 
to carry out the terms of this agreement. 


ARTICLE XII 


This agreement may be referred to as the Chilean-American agreement for a 
program of reforestation and dune stabilization in the area between the Maule 
and Bio-Bio River. It shall become effective on the date it is signed and shall 
remain in force through June 30, 1960, or until 3 months after either Govern- 
ment shall give notice in writing to the other of intention to terminate it. The 
duration of this agreement through June 30, 1960, shall be subject to the avail- 
ability of appropriaitons to both parties for the purpose of the program and 
to the provisions of article V, paragraph 4, hereof. 

Done in quadruplicate, in the English and Spanish languages, at Santiago, 
Chile, this 30th day of December, 1953. 


For the Government of the Republic of Chile: 


(Signed) GUILLERMO DEL PEDREGAL, 
Minister of Foreign Relations. 


For the Ministerio de Tierras y Colonizacion : 


(Signed) Joree Munoz, 
Minister. 


For the Government of the United States of America: 


(Signed) Wutvarp L. BEavurac, 
Ambassador. 


For the Institute of Inter-American Affairs: 
(Signed) ALBION W. PATTERSON, 
Director of Technical Cooperation in Chile. 


VI 


SPECIAL ADDITIONAL CONTRIBUTIONS TO THE COOPERATIVE PROGRAM IN AGRICUL- 
TURE IN CHILE FOR A COOPERATIVE PROJECT IN AGRICULTURAL EDUCATION 


1. The financial commitments set forth below are made for the purpose of 
implementing the cooperative agriculture program in QOhile being carried 
on pursuant to the Technical Agreement for a Cooperative Program of Agricul- 
ture and Livestock between the Governement of the United States of America 
and the Government of Chile signed at Santaigo, Chile, on January 16, 1951. 

2. The Government of the United States of America, through the Institute of 
Inter-American Affairs of the Foreign Operations Administration, shall con- 
tribute to the Departamento Técnico Interamericano de Cooperacién Agricola 
the sum of $50,000 in currency of the United States of America. The parties 
agree that this sum shall be withheld in the United States to be expended as 
agreed upon by the Minister of Agriculture or his designee and the Director of 
the Departamento. The Minister of Agriculture or his designee and the Direc- 
tor of the Departamento may hereafter agree to the deposit in cash of any part 
of such sum to the credit of the Departamento in such installments as they may 
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agree upon. The amounts so expended or deposited shall be considered to be 
contributed at the time of such expenditure or deposit. 

3. The Government of Chile, through the Ministry of Agriculture, shall de- 
posit to the credit of the Departamento Técnico Interamericano de Cooperaci6n 
Agricola the sum of Chil$16,500,000 in currency of Chile. This deposit shall be 
made in such installments and at such times as may be agreed upon by the 
Minister of Agriculture and the Director of the Departamento. 

4. Funds contributed to the Departamento pursuant to this agreement shall be 

available for expenditure by the Departamento in accordance with the agree- 
ments referred to in paragraph 1 above and only for purposes of a project in 
agricultural education to be carried out through contract between the Departa- 
mento and a United States college or university. 
5. The obligations of the two parties to contribute funds to the Departamento 
pursuant to this agreement shall be effective only in the event that the contract 
referred to in paragraph 4 above shall have entered into force within 6 nxonths 
from the date of this agreement enters into force. Any funds deposited to the 
credit of the Departamento pursuant to this agreement shall, in the event that 
the contract is not entered into within that period, be returned to the contribut- 
ing party. 

6. The contributions provided for in this agreement shall be in addition to 
the contributions to the Departmento specified in prior agreements. 

Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this 30th day of June, 1954. 


For the Government of Chile: 
Minister of Agriculture. 
For the Government of the United States: 


Director of Technical Cooperation in Chile. 


VII 


FINANCIAL CONTRIBUTIONS TO THE COOPERATIVE AGRICULTURE PROGRAM IN CHILE 
FoR Pertop JANUARY 1, 1955, To JUNE 30, 1955 


ARTICLE I 


The financial commitments set forth below are made for the purpose of 
implementing the cooperative agriculture program in Chile being carried out 
pursuant to the agreement between the Government of Chile and the Govern- 
ment of the United States of America, signed at Santiago on January 16, 1951, 
as subsequently modified and extended. 


ARTICLE ITI 


The Government of the United States of America through the Institute of 
Inter-American Affairs of the Foreign Operations Administration shall deposit 
to the credit of the Department Técnico Interamericano de Cooperaci6n 
Agicola for the period January 1, 1955 to June 30, 1955, the sum of $185,000 in 
currency of the United States of America. 


ARTICLE III 


The Government of Chile, through its Ministry of Agriculture, shall deposit 
to the credit of the Departmento Técnico Interamericano de Cooperaci6n Agricola 
for the period January 1, 1955 to June 30, 1955, the sum of Chil $61,000,000 in 
currency of the Republic of Chile. 

The contributions shall be made on or before June 30, 1955. 


ARTICE IV 


The contribution provided for herein shall be in addition to the contributions 
to the Departamento Técnico Interamericano de Cooperacién Agricola specified in 
prior agreements. 
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Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this February 18, 1955. 


For the Government of Chile: 


MARIO ASTORGA CARTES, 
Director, Nacional de Agricultura. 


For the Government of the United States of America: 


Epwakrp B. HAMILL, 
Acting Chief of Field Party, 
The Institute of Inter-American Affairs, 
Foreign Operations Administration. 


VIII 


FINANCIAL CONTRIBUTIONS TO THE COOPERATIVE AGRICULTURE PROGRAM IN CHILE 
FOR PeErRtiop JuLy 1, 1955, Tro DECEMBER 31, 1955 


ARTICLE I 


The financial commitments set forth below are made for the purpose of imple- 
menting the cooperative-agriculture program in Chile being carried out pursuant 
to the agreement between the Government of Chile and the Government of the 
United States of America, signed at Santiago on January 16, 1951, as subse- 
quently modified and extended. 

ARTICLE IT 


The Government of the United States of America through the Institute of Inter- 
American Affairs of the Foreign Operations Administration shall deposit to the 
credit of the Department Técnico Interamericano de CooperaciOn Agricola for 
the period July 1, to December 31, 1955, the sum of $185,000 in currency of the 
United States of America. 

This contribution shall be made on or before December 31, 1955. 


ARTICLE III] 


The Government of Chile, through its Ministry of Agriculture, shall deposit to 
the credit of the Departamento Técnico Interamericano d Cooperacion Agricola 
for the period July 1, to December 31, 1955, the sum of Chil$61 million in currency 
of the Republic of Chile. 


This contribution shall be made on or before December 31, 1955. 


ARTICLE IV 


The contributions provided for herein shall be in addition to the contributions 
to the Departamento Técnico Interamericano de Cooperacién Agricola specified 
in prior agreements. 

Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this 27th day of April, 1955. 


For the Government of Chile : 
Mario ASTORGA CARTES, 
Director Nacional de Agricultura. 
For the Government of the United States of America : 


ALBION W. PATTERSON, 
Chief of Field Party, 
The Institute of Inter-American Affairs, 
Foreign Operations Administration. 








Ix 


FINANCIAL CONTRIBUTIONS TO THE COOPERATIVE AGRICULTURE PROGRAM IN CHILE 
FOR PERIOD JANUARY 1, 1955, TO DECEMBER 31, 1955 


ARTICLE I 


The financial commitments set forth below are made for the purpose of im- 
plementing the cooperative agriculture program in Chile being carried out pur- 
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suant to the agreement between the Government of Chile and the Government 
of the United States of America, signed at Santiago on January 16, 1951, as 
subsequently modified and extended. 


ARTICLE II 


The Government of the United States of America through the Institute of 
Inter-American Affairs of the Foreign Operations Administration shall deposit 
to hte credit of the Departamento Técnico Interamericano de Cooperacién Agricola 
for the period January 1 to December 31, 1955, the sum of US$50,000 in currency 
of the United States of America. 

This contribution shall be made on or before December 31, 1955. 


ARTICLE III 


The Government of Chile, through its Ministry of Agriculture, shall deposit 
to the credit of the Departamento Técnico Interamericano de Cooperaci6n Agricola 
for the period January 1 to December 31, 1955, the sum of chil $60 million in cur- 
rency of the Republic of Chile. 

This contribution shall be made on or before December 31, 1955. 


ARTICLE IV 


The contributions provided for herein shall be in addition to the contributions 
to the Departamento Técnico Interamericano de Cooperacién Agricola specified in 
prior agreements. 

Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this June 20, 1955. 


For the Government of Chile: 


(Signed) Marto AstorGcA CARTES, 
Director Nacional de Agricultura. 


For the Government of the United States of America: 
(Signed) ALBION W. PATTERSON, 
Chief of Field Party, The Institute of Inter-American 
Affairs, Foreign Operations Administration. 


x 


FINANCIAL CONTRIBUTION TO THE PROGRAM OF REFORESTATION AND DUNE STABILI- 
ZATION IN THE AREA BETWEEN THE MAULE AND B10-Bto RIVERS IN CHILE FOR 
THE YEAR 1955 

ARTICLE I 


The financial commitments set forth below are made for the purpose of 
implementing the Chilean-American agreement for a program of reforestation 
and dune stabilization in the area between the Maule and Bio-Bio Rivers, signed 
at Santiago on December 30, 1953. 


ARTICLE II 


The Government of the United States of America through the Institute of 
Inter-American Affairs of the Foreign Operations Administration shall deposit 
to the credit of this joint fund for the period January 1 through December 31, 
1955, the sum of $20,000 in currency of the United States of America. 


ARTICLE IIT 


The Government of Chile, through its Ministry of Lands and Colonization, 
shall deposit to the credit of this joint fund for the period January 1 through 
December 31, 1955, the sum of Chil$10 million in currency of the Republic of 
Chile. 

The contributions shall be made on or before June 30, 1955. 
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ARTICLE IV 


The contributions provided for herein shall be in addition to the contributions 
specified in prior agreements. 

Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this 18th day of February, 1955. 


For the Government of Chile: 


HgRNAN VALENZUELA, 
Director de Bosques, Ministry of Lands and Colonization. 


For the Covernment of the United States of America: 


Epwakp B. HAMILL, 
Acting Director USOM/Chile. 


XI 


FINANCIAL CONTRIBUTION TO THE PROGRAM OF WATER UTILIZATION IN THE AREA 
BETWEEN THE MAULE AND Bio-Bio RIvers IN CHILE FOR THE YEAR 1956 


ARTICLE I 


The financial commitments set forth below are made for the purpose of 
implementing the Chilean-American agreement for a program of water utiliza- 
tion in the area between the Maule and Bio-Bio Rivers, signed at Santiago on 
June 27, 1953. 

ARTICLE II 


The Government of the United States of America through the Institute of 
Inter-American Affairs of the Foreign Operations Administration shal! deposit 
to the credit of this joint fund for the period January 1, 1956, through Decem- 
ber 31, 1956, the sum of $50,000 in currency of the United States of America. 


ARTICLE III 


The Government of Chile, through the Irrigation Department of the Ministry 
of Public Works, shall deposit to the credit of this joint fund for the period 
January 1, 1956, through December 31, 1956, the sum of Chil$16,500,000 in cur- 
reney of the Republic of Chile. 

The contributions shall be made on or before June 30, 1956. 


ARTICLE IV 


The contributions provided for herein shall be in addition to the contributions 
specified in prior agreements. 
Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 
this April 28, 1955. 
For the Government of Chile: 
BENJAMIN VIDELA VERGACA, 
Minister of Public Works. 
For the Government of the United States of America: 
ALBION W. PATTERSON, 
Chief of Field Party, 
The Institute of Inter-American Affairs, 
Foreign Operations Administration. 


XII 


SPECIAL ADDITIONAL CONTRIBUTION TO THE COOPERATIVE PROGRAM IN AGRICULTURE 
IN CHILE FOR A COOPERATIVE PROJECT IN AGRICULTURAL EDUCATION 


1. On December 21, 1954, a contract was entered into between the Departa- 
mento Cooperativo Interamericano de Cooperaci6n Agricola and the University 
of California providing that the university will send technical personnel to 
Chile to develop agricultural education studies. 
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2. The financial commitments set forth below are made for the purpose of 
implementing the cooperative agriculture program in Chile being carried on 
pursuant to the technical agreement for a cooperative program of agriculture 
and livestock between the Governments of the United States of America and 
the Government of Chile signed at Santiago, Chile, on January 16, 1951. 

3. The Government of the United States of America, through the Institute 
of Inter-American Affairs of the Foreign Operations Administration, shall con- 
tribute to the Departmento Técnico Interamericano de Cooperaci6én Agricola 
the sum of $50,000 in currency of the United States of America. The parties 
agree that this sum shall be withheld in the United States to be expended as 
agreed upon by the Minister of Agriculture or his designee, and the Director 
of the Departamento. The Minister of Agriculture or his designee, and the 
Director of the Departamento may hereafter agree to the deposit in cash of any 
part of such sum to the credit of the Departamento in such installments as they 
may agree upon. The amounts so expended or deposited shall be considered 
to be contributed at the time of such expenditures or deposit. 

4. The Government of Chile, through the Ministry of Agriculture, shall de- 
posit to the credit of the Departamento Ténico Interamericano de Cooperaci6n 
Agricola the sum of Chile $16,500,000 in currency of Chile. This deposit shall be 
made in such installments and at such times as may be agreed by the Minister 
of Agriculture and the Director of the Departamento. 

5. Funds contributed to the Departamento pursuant to this agreement shall 
be available for expenditure by the Departamento in accordance with the agree- 
ment referred to in paragraph 2 and only for purposes of the agricultural educa- 
tion project which is being carried out by virtue of the contract entered into 
by the Departamento and the University of California of the United States of 
America on December 21, 1954. 

6. The contributions provided in this agreement shall be in addition to the 
contributions to the Departamento specified in prior agreements. 

Done in duplicate, in the English and Spanish languages, at Santiago de Chile, 
this 27 day of April 1955. 


For the Government of Chile: 


Minister of Agriculture. 


For the Government of the United States of America: 


Director, United States Operations Mission to Chile. 


XIII 


Progect AGREEMENT BETWEEN FOREIGN OPERATIONS ADMINISTRATION (FOA) OF 
THE GOVERNMENT OF THE UNITED STATES OF AMERICA, REPRESENTED BY THE 
INSTITUTE OF INTER-AMERICAN AFFAIRS (IIAA), AND THE MINISTRY OF PUBLIC 
WORKS OF CHILE 


The Foreign Operations Administration and the Ministry of Public Works of 
Chile mutually agree to carry out a project in accordance with the terms set forth 
herein and the terms set forth in annex A and in the Standard Provisions Annex. 

This project agreement is subject to the terms of the basic agreement for tech- 
nical cooperation signed June 16, 1951, ratified by the Chilean Congress and 
promulgated by Decree No. 392 of the Ministry of Foreign Affairs dated June 26, 
1951. 


. Project No. 13-39-900. 

. Agreement No. 1. 

. Original. 

. Project titlke—Farm-to-market roads. 

. Project description and explanations—(See annex A attached.) 
. FOA appropriation symbol 72-11X1017(11). 

. FOA allotment symbol 013-71-5T. 
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ei ] 
' 


Total to 
date 


a » | 
— | Increase | Decrease 
| 


. FOA dollar contribution: | 
(a) Total -- side i a | $50, 000 
(b) Contract services - - ae : 

(c) Commodities 
(d) Other costs---- 


$50, 000 


| 
(A) @) 0 @® (D) 
ts 
| 
}-- 


. Cooperating agency contribution (dollar equivalent | 
$1=110 pesos): | | 
(a) NGG ed SON anche Suse eck 150, 000 | 150, 000 


(b) Technical and other services 
(-) Commodities 7 
(d) Other costs__- 


10. Special provisions. 

This project is to maintain, administer, and facilitate the development of 
projects to be undertaken in a program of road construction and maintenance. 

Date: April 28, 1955. Final contribution date: June 30, 1956. 


For the Ministry of Public Works: 
Coronel BENJAMIN VIDELA VERGARA, 
Minister of Public Works. 
For the Foreign Operations Administration : 


ALBION W. PATTERSON, 
Director, USOM/Chile. 


ANNEX A 


On July 15, 1953, the Governments of Chile and the United States signed an 
agreement which established a program of agricultural development and rural 
hygiene for the provinces of Maule, Nuble, and Concepcién. This program is 
being operated with technical and financial support from the Governments of 
Chile and the United States for which purpose the 2 countries have concluded 
5 cooperative agreements for technical assistance involving 4 ministries and 
the Chilean Development Corporation. 

The effectiveness of this program, principally in agriculture, public health, 
forestry and housing, has been seriously hindered by deficiencies and inade- 
quacies of transportation facilities, and particularly by the lack of farm-to-mar- 
ket roads. In their present state these roads are not fit for the expeditious trans- 
portation of agricultural produce to the markets and centers of consumption, and 
during the winter season are generally impassable. To improve this situation, 
the Government of Chile through its Ministry of Public Works and the Govern- 
ment of the United States through the Foreign Operations Administration, shall 
provide the funds hereinafter cited for a program of construction and mainte- 
nance of roads in the area of the Plan Chillan. 

The objectives of this project are the following: 

1. To study and plan the construction and improvement of farm-to-market 
roads in the provinces covered by the Plan Chillin in order to facilitate the 
adequate transportation of the agricultural produce of the zone and improve the 
food supply of industrial centers located in the Concepcién area. 

2. To furnish necessary personnel and equipment to local and district offices of 
the Transportation Bureau of the Ministry of Public Works in order that they 
may develop the transportation policy described in objective (1) above. 

3. To promote and increase the interchange between the two countries of 
knowledge, practices and techniques related to this field. 

The specific activities to be carried on pursuant to this project agreement 
shall be jointly determined and planned by the Minister of Public Works (here- 
inafter referred to as “Minister’) and the Director of the United States Opera- 
tions Mission to Chile (hereinafter referred to as the “Director’) or their 
designees. 

The activities to be undertaken in connection with this project will be pri- 
marily concerned with planning, developing and improving the system of farm- 
to-market roads in the provinces of Maule, Nuble and Concepcién in which the 
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Ministry will continue and expand said road construction and maintenance and 
FOA will train personnel and carry out demonstrations of such road construc- 
tio and maintenance. This project may include research and demonstration 
activities in mapping, traffic measurement, road planning and construction, road 
maintenance, and road maintenance and construction equipment. 

To furnish the consultation and assistance provided above, FOA shall make 
available in Chile, if possible, the services of a technician in farm-to-market road 
construction and maintenance. FOA will furnish funds to pay the salary and 
allowance of the personnel made available by FOA hereunder. FOA shall make 
available a sum of $50,000 to this project through June 30, 1956. Funds made 
available pursuant to this paragraph shall be deposited in a speical account to 
be administered and disbursed by the Director in accordance with such terms 
and conditions as may be agreed upon. 

The Ministry shall pay or arrange to have paid all costs of this project other 
than those to be paid by FOA in accordance with the preceding paragraph, 
including but not necessarily limited to: 

1. The costs of furnishing Chilean technical and administrative personnel 
required for the effective carrying out of the project: 

2. The costs of providing office space, office equipment and furnishings, of mak- 
ing available for use the lands, building, and equipment of various road main- 
tenance construction stations in the provinces of Maule, Nuble, and Concepcién, 
and of furnishing other materials, equipment, services and facilities required 
for the effecive carrying out of this project. 

The Ministry shall, during the period through the final contributions date in 
this project agreement, made available the sum of sixteen million five hundred 
thousand pesos ($16,500,000) to pay costs as provided herein (other than costs 
of making available the lands, buildings, and equipment of the road main- 
tenance and construction stations). It is understood that this is a preliminary 
allocation of funds to provide for the payment of such costs to be met by the 
Ministry hereunder and is not to be construed as establishing or limiting the 
amount to be expended by the Ministry to meet the costs of this project as pro- 
vided herein. Funds made available pursuant to this paragraph shall be de- 
posited in a special account by the Minister in accordance with such terms and 
conditions to be agreed upon. The Director and the Minister or their designees 
shall arrange the procedures whereby funds so allocated shall be drawn for pur- 
poses of the project. 

The activities pursuant to this project agreement may include training quali- 
fied Chileans in the field of farm-to-market road construction and maintenance, 
such training to be provided in the United States or elsewhere outside of Chile. 
Participants for such training shall be jointly selected by the Director and the 
Minister or their designees, and, in general, preference shall be given to appli- 
eants who give assurance that, upon completion of their training, they will 
return to Chile to work on activities directly related to this project. The terms 
governing any such training shall be set forth in a “Project implementation 
order—participants,” jointly signed by the Director and the Minister or their 
designees, which shall specify, among other things, the nature and term of the 
training and the sharing of the expense of the training. 


STANDARD PROVISIONS ANNEX For ProJEcT AGREEMENTS 


A. As used herein, the term “FOA” shall refer to the Foreign Operations 
Administration, any component agency, and any successor agency. References 
to “this project agreement” shall mean the original project agreement as modified 
by any revisions which have entered into effect. 

B. (1) FOA will make available the amounts specified in block 8 of this 
project agreement, as necessary for the project, for use for the designated pur- 
poses and as may be further described in block 5 hereof. In addition, as may 
be further specified in block 5 hereof, FOA will, subject to the availability of 
funds and (where required by FOA procedures) as provided for in project im- 
plementation orders issued by FOA in accordance with its procedures, make 
available funds (a) to pay costs of furnishing technical services to be performed 
by United States Government employees in connection with the project, (b) 
to pay a share of the costs of providing training outside the cooperating country 
in connection with the project for qualified persons from the cooperating coun- 
try, and (c) to pay such additional costs as may be specified. 

(2) The Ministry will make available the amounts specified in block 9 of this 
project agreement, as necessary for the project, for use for the designated pur- 
poses and as may further be described in block 5 hereof. The Ministry will 
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also make, or arrange to have made, additional contributions of property, serv- 
ices, facilities, and funds required for carrying out the projects as may be 
specified in block 5 hereof or as may subsequently be agreed upon by the two 
parties. 

C. FOA and the Ministry may obtain the assistance of other public and private 
agencies in carrying out their respective obligations under this project agree- 
ment. The two parties may agree to accept contributions of property, services, 
facilities, and funds for purposes of this project agreement from other public 
and private agencies, and may agree upon the participation of any such third 
party in carrying out activities under this project agreement. 

D. All contributions of FOA pursuant to this project agreement shall be made 
on or before the final contribution date specified herein. Except as otherwise 
specified herein or subsequently agreed by the two parties, all contributions of 
the Ministry pursuant to this project agreement shall be made on or before 
that same date. <A contribution of goods or services shall be considered to have 
been made when the goods or services, provided or financed by the contributing 
party, are delivered in accordance with commercial practice. i 

BE. The procurement of commodities and contract services to be financed in 
whole or in part by FOA may (where so required by FOA procedure) be under- 
taken only pursuant to project implementation orders issued by FOA in accord- 
ance with its procedures. 

F. Unless otherwise specified in the applicable project implementation order, 
the procurement of commodities and contract services financed with the FOA 
contribution referred in block 8 of this project agreement shall be subject to 
the provisions of FOA Regulation 1. 

G. Unless otherwise specified in the applicable title to all property procured 
through financing by FOA pursuant to block 8 (c) of this project agreement shall 
be in the Ministry or such public or private agency as it may authorize. This 
provision is inapplicable to any property which may be used in connection with 
the project but is not financed pursuant to said block 8 (c). 

H. Any property furnished to either party through financing by the other party 
pursuant to this project agreement shall, unless otherwise agreed by the party 
which financed the procurement, be devoted to the project until completion of 
the project, and thereafter shall be used so as to further the objectives sought 
in carrying out the project. Either party shall offer to return to the other, 
or to reimburse the other for, any property which it obtains through financing 
by the other party pursuant to this project agreement which is not used in 
accordance with the preceding sentence. 

I. (1) If FOA and any public or private organization furnishing commodities 
through FOA financing for operations hereunder in the cooperating country, is, 
under the laws, regulations, or administrative procedures of the cooperating 
country, liable for customs duties and import taxes or commodities imported into 
the cooperating country for purposes of carrying out this project agreement, 
the Ministry will pay such duties and taxes unless exemption is otherwise pro- 
vided by any applicable international agreement. 

(2) All personnel (other than Chilean citizens and noncitizen residents of 
Chile, whether United States Government employees or employees of public 
or private organizations under contract with FOA, the Ministry or any agency 
authorized by the Ministry, who are in Chile to provide services which FOA has 
agreed to furnish or finance under this project agreement, are subject to the 
provisions of the Basic Agreement for Technical Cooperation dated January 
16, 1951, ratified by the Chilean Congress and promulgated by decree No. 392 
dated June 26, 1951, of the Ministry of Foreign Affairs. 

J. Any personnel (other than Chilean citizens and noncitizen residents of 
Chile) whether United States Government employees, or employees of public or 
private organizations under contract with, or individuals under contract with 
FOA, the Ministry or any agency authorized by the Ministry, who are in Chile 
to provide services which FOA has agreed to furnish or finance under this 
project agreement shall be subject to the approval of the Ministry and FOA, and 
shall be under the general direction of the Director of the FOA mission in Chile. 

K. If any commodity is furnished tothe Ministry, or any public or private 
agency authorized by the Ministry, on a grant basis through financing by FOA 
pursuant to this project agreement under arrangements which will result in 
the accrual of proceeds to the Ministry or any authorized agency and if the 
applicable agreement between the two Governments referred to on the first 
page of this project agreement does not provide for the establishment of a 
special account and the deposit therein of Chilean currency, the Ministry will 
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make such arrangements aS may be necessary to establish a special account and 
to deposit therein Chilean currency in amounts equal to such proceeds, in accord- 
ance with such terms and conditions as may be agreed upon. Funds in the 
special account may be used only as agreed upon by FOA and the Ministry; 
provided, that such portion of the funds in the special account as may be desig- 
nated by FOA shall be made available to FOA to meet the requirements of the 
United States. 

L. The Ministry will make such arrangements as may be necessary so that 
funds introduced into Chile by FOA or any public or private agency for purposes 
of carrying out obligations of FOA hereunder shall be convertible into Chilean 
currency at the highest rate which, at the time the conversion is made, is not 
unlawful in the cooperating country. 

M. FOA shall expend funds and carry on operations pursuant to this project 
agreement only in accordance with the applicable laws and regulations of the 
United States Government. 

N. The two parties shall have the right at any time to observe operations car- 
ried out under this project agreement. Either party during the term of the 
project and 3 years after the completion of the project shall further have the 
right (1) to examine any property procured through financing by that party 
under this project agreement, wherever such property is located, and (2) to in- 
spect and audit any records and accounts with respect to funds provided by, or any 
properties and contract services procured through financing by, that party under 
this project agreement, wherever such records may be located and maintained. 
Each party, in arranging for any disposition of any property procured through 
financing by the other party under this project agreement, shall assure that the 
rights of examination, inspection, and audit described in the preceding sentence 
are reserved to the party which did the financing. 

O. Upon completion of the project a completion report shall be drawn up, 
signed by appropriate representatives of FOA and the Ministry, and submitted 
to FOA and the Ministry. The completion report shall include a summary of 
the actual contributions by both FOA and the Ministry to the project, and shall 
provide a record of the activities carried out, the objectives achieved, and related 
basic data. FOA and the Ministry shall each furnish the other with such infor- 
mation as may be needed to determine the nature and scope of operations under 
this agreement and to evaluate the effectiveness of such operations. 

P. The present agreement shall enter into force when signed. Either party 
may terminate this project agreement by giving the other party 2 months’ writ- 
ten notice of intention to terminate it. Termination of this project agreement 
shall terminate any obligations of the two parties to make contributions pursuant 
to blocks 8 and 9 of this project agreement, except for payments which they are 
committed to make pursuant to noncancelable commitments entered into which 
third parties prior to the termination of the project agreement. It is expressly 
understood that the obligations under paragraph H relating to the use of prop- 
erty shall remain in force after such termination. 

(Signed) Col. BENJAMIN VIDELA. 
ALBION W. PATTERSON. 


XIV 
Project AGREEMENT No. 2, COOPERATIVE HOUSING PROGRAM 


In accordance with the agreement between Chile and the United States of 
America for a cooperative housing program between the Housing Corporation 
of the Government of Chile and the Institute of Inter-American Affairs, a 
cooperative organization of the United States of America, signed June 28, 1954, 
that establishes a cooperative program, a project agreement is hereby made 
between the Housing Corporation, hereafter called ‘‘Corporation,” represented 
by its vice president; the Institute of Inter-American Affairs, hereinafter 
called “Institute,” represented by the Director of Technical Cooperation in Chile, 
Mr. Albion W. Patterson, and the Scientific Housing Center of the University 
of Chile, hereafter called the “center,” represented by its president, the president 
of the University of Chile, Mr. Juan Gomez Millas. 
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THE PROBLEM 


The acute housing shortage that affects the country is based on the fact that 
the present volume of construction is not sufficient to satisfy the housing need 
brought about by the increase of population and the necessity to replace those 
houses that have outlived their usefulness. It is difficult to replace and supply 
housing owing to the increasing cost of construction per cubic meter. A large 
part of the cost of construction is manual labor. Therefore, one can say that if it 
would be possible to develop a system by means of which the families needing 
housing would contribute their own labor in the construction of their houses 
these would cost much less. 

PLAN 


Based on experiences that are being obtained from the studies of project No. 1 
(experimental building materials program) an experimental cooperative con- 
struction program will be initiated as a part of the Plan Chillin. This program 
will be based on the principle of aided self-helf in which low-income families can 
build their own houses by putting in their own physical labor and being given 
technical advice and supervision and facilities for the purchase of land and 
materials. 

The carrying out of the work contemplated in this project will be in charge of 
the scientific housing center of the University of Chile. 


FINANCING 


Of the funds deposited or to be deposited in the account of the joint fund in 
accordance with the terms of the agreement signed June 28, 1954, between the 
vice president of the housing corporation, Mr. Ernesto Illanes, and the Institute 
of Inter-American Affairs, represented by the Director of Technical Cooperation 
in Chile, Mr. Albion W. Patterson, there will be assigned to this project the 
sum of $2,500,000 (2,500,000 pesos) to cover the cost of labor, materials, person- 
nel, ete., that will be required to carry out the experimental project described. 
These funds will be employed from the date of the signing of this agreement, 
increasing them occasionally, and by joint agreement of the signing parties there 
can be assigned additional funds if required. All interests from the funds of this 
project and of other increment, whatever be its origin, including receipts from 
the operations carried out, will be added to the special funds assigned to this 
project. 

Whatever balance not spent or obligated at the end of this project can be 
assigned to other projects of the joint fund. The method that will be used for 
such reassignments will be determined and approved by the vice president of 
the corporation and the Director of the Institute of Inter-American Affairs. 


TECHNICAL SUPERVISION 


The technical supervision of the technical activities, construction and general 
work, will be carried out by a Technical Administrative Committee consisting of 
a representative of the Institute, a representative of the corporation and a repre- 
sentative of the center, which will advise the chief of the project. 

The chief of the project will be designated by the Director of the Institute and 
the vice president of the corporation in consultation with the vice president of 
the center. The chief of the project will render a monthly report on its develop- 
ment, prepare a budget estimate based on a work program to cover the anticipated 
cost for the first 4 months of operation. This budget will be submitted for the 
review and approval of the Technical Administrative Committee. Subsequently, 
3 months budget estimates will be prepared which likewise must be approved 
by the committee. 

The plans for site development and for construction will be prepared by the 
center with the approval of the committee. 


ADMINISTRATION 


The general administrative activities related to the development of this project 
Will be the responsibility of the joint fund which will advance the funds needed 
by the center to carry out the work program. The center will account for these 
funds and carry out purchases in accordance with instructions. It will render 
uonthly accounts of the funds received and spent to the joint fund. Similarly, 
it will prepare monthly reports regarding the development of the project to the 
institute and the corporation. 


34—56—— 22 
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CONTINUATION 


This project will be effective from the date of its signing and will remain in 
effect for the period that the signing parties believe necessary. 

In accordance with the foregoing the signing parties have agreed that this 
project agreement will be put into effect by its representatives in Santiago, 
Chile, as of August 17, 1954. 

Housing Corporation. 


ERNESTO ILLANES, 
Vice President. 


Institute of Inter-American Affairs : 
ALBION W., PATTERSON, 
Director. 
Scientific Housing Center, University of Chile: 


JUAN GOMEZ MILLS, 
President. 


xV 
FINANCIAL CONTRIBUTIONS TO THE COOPERATIVE HEALTH PROGRAM IN CHILE 1955 


1. The financial commitments set forth below are made for the purpose of 
implementing the cooperative health and sanitation program in Chile being 
carried out pursuant to the agreement between the National Health Service, 
the Government of Chile, and the Government of the United States of America, 
effected by an exchange of notes signed at Santiago in the month of May 1948, 
modified and extended by the agreements of December 11, 1950, January 8, 
1951, and April 28, 1955, between the Institute of Inter-American Affairs, a 
corporate agency of the Government of the United States of America, and the 
Government of Chile. 

2. The Government of the United States of America through the Institute of 
Inter-American Affairs of the Foreign Operations Administration shall deposit 
to the credit of the Departamento Cooperativo Interamericano de Obras de Salu- 
bridad for the period January 1, 1955, through December 31, 1955, the sum of 
$150,000 in currency of the United States of America. 

3. The National Health Service, shall deposit to the credit of the Departamento 
Cooperativo Interamericano de Obras de Salubridad for the period January 
1, 1955, through December 31, 1955, the sum of 49,500,000 pesos ($49,500,000) in 
currency of Chile. 

4. The contribution shall be made in installments in the amounts and within 
the periods shown below: 







Pesos Dollars 

I Bi cnc cite stnacs co sain eee etnies ina inn ei esteem aa actane alin ideale eaeedpiniit 7, 500, 000 24, 000 
Pe Ce ha ae shi dedadcenke cccerbaviacbiecennccegestabisasucecdsdakthubante 7, 000, 000 21, 000 
ONE A Res lke cticndnd inet bbe ehh 7, 000, 000 21, 000 
Be iS nce an came neidemnml eh iicecceni vied Duet Sie canamias 7, 000, 000 21, 000 
[ih a nnsbcnwessnne se ‘i 7, 000, 000 21, 000 
POEs Be Becks éndcasscletdndwekeebacss Mauddhebeaes Ldstiekheasiiebbancaud 7, 000, 000 21, 000 
Bi sso aciindciidncidend iia deeb cdss do a dscmbeseidbtict acd 7, 000, 000 21, 000 

UE sc coaniapeiais trees ireconrina's ecaaniiedded eae aie alas herm donee ad meee 49, 500, 000 150, 000 





4. The contributions provided for herein shall be in addition to the contribu- 
tion to the Departamento Cooperativo Interamericano de Obras de Salubridad 


specified in prior agreements. 
Done in duplicate, in the English and Spanish languages, at Santiago, Chile, 


this 28th day of April 1955. 
For the Government of the United States: 


ALBION W. PATTERSON, 
Director, United States Operations Mission to Chile. 


For the National Health Service: 


GUILLERMO VALENZUELA L.., 
Director, National Health Service. 
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Mr. Mounrarn. Have you had any difficulty in getting the Chilean 
Government to match the United States contributions on the time 
schedule called for in the agreements ¢ 

Mr. Parrerson. Yes. 

Mr. Mountain. What was the nature of this difficulty 4 

Mr. Parrerson. Lack of money. 

Mr. Mountarn. I presume that makes prior planning a little 
difficult. 

Mr. Parrerson. Yes, indeed. 

Mr. Mountain. We have obtained a submission from ICA, Wash- 
ington, about the status of your funds down here and they show large 
amounts of unliquidated obligations extending back before June 
30 of this year. 

Could you tell us how these unliquidated obligations arise? 

Mr. Parrerson. Yes. This is an interesting point, I think. The 
United States works on a fiscal-year basis, July 1 to June 30. Chile 
works on a calendar-year basis. But from the point of view of opera- 
tions, we work on a continuous basis. There is nothing inherent in our 
program that favors either fiscal or calendar year. We think in 
terms of several years of planning and implementation. 

The way things are being done now is quite satisfactory to us from 
an operating point of view. It goes like this. About August the 
Chileans make their presentation to Congress on their budget. By 
that time, although we don’t have the money, we know that we will 
have it later. So we can tell the Chileans what we can do and they 

‘an tell their Congress what they will need later on in the year to sign 
agreements with us. Their budget is approved the Ist of January 
but they are in the same sition that we are. They don’t begin 
to get money until much ates usually in April. On the United 
States side our situation was worse last year because of some difficulties 
in Washington. 

Mr. Harpy. Strictly and purely administrative. 

Mr. Parrerson. But we did not get any money until January, 7 
months after the fiscal year had begun. The Chileans began to get 
money the following April. By April, 9 months of our fiscal year is 
over. By June of last year the Chileans had only been able to make 
available enough pesos for us to release $25,000. 

Mr. Harpy. “Against the total contribution of how much ? 

Mr. Patrerson. Of $1,165,000. Soa whole fiscal year had gone by. 

Mr. Harpy. Excuse me, Mr. Patterson. That was $1,165,000 grant 
fund ? 

Mr. Parrerson. Yes. 

Mr. Harpy. I see. 

Mr. Parrerson. So you will find that we have a carryover of un- 
liquidated obligations on grant funds of about $1,165,000. We will 
have close to $300,000 carryover in our participant program; that is, 
the trainees. The same thing happens here. We don’t have the 
money until so late that we can’t get it obligated and the trainees 
cleared until after June 30. So we have a carryover there of close 
to $300,000. ; 

Then there is always a small carryover because of the papers that 
are being processed in June, travel per diem, ete. This is a paper 
delay that may amount to fifty or seventy-five thousand dollars. So 
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although this looks bad on the books, actually, in terms of operating a 
program, the arrangement is satisfactory from a field standpoint. 

Mr. Mountarn. Do we understand, Mr. Patterson, that due to this 
difference of arrangement of fiscal years and times in which appropri- 
ations are brought up in the 2 Governments, that there is a custom- 
ary lag of approximately 10 months in which our funds are ready 
and available at any time some 10 months ahead of those of the 
Chilean Government ? 

Mr. Parrerson. Well, last year our funds were not available until 
January. 

Mr. Mountarn. But normally it would be 10 months. 

Mr. Parrerson. Normally the difference between October and 
April. 

Mr. Knox. You would not feel that maybe our Treasury is suffer- 
ing from the same disease that the Chilean Treasury is, would you? 

‘Mr. Parrerson. I don’t see that the cases are so different. 

Mr. Mountain. Do you have any views that we could, for example, 
appropriate for fiscal year 1956 at ‘the same time they are appropriat- 
ing for their calendar 1955? 

Mr. Parrerson. I tend to think it is better the way it is, Mr. Moun- 
tain. 

Mr. Mounrtatn. In other words, as long as we have this inbuilt lag, 
you are current at all times? 

Mr. Parrerson. It works out very well in terms of running a pro- 
gram. I presume it creates some difficulty perhaps for Congressmen 
who see these balances carried over from one year to another, but in 
terms of the operations here and the fact that we don’t really have any 
program cutoff date 

Mr. Harpy. We are inclined to take the position that if you have 
money left over, unobligated, you don’t need an appropriation in the 
current year. 

Mr. Parrerson. Well, we do. There is a lag of a year, and it 1s not 
what it looks like. 

Mr. Harpy. Lots of things are not what they look like. 

Mr. Mounrarn. According to the submission made to us in Wash- 
ington the lag for fiscal 1955 amounted to $1,660,900. There was, 
however, a prior year unliquidated series of obligations in the amount 
of $358,800, approximately 20 percent of the lag you had in fiscal 
year 1955. 

Can you explain that one to us? 

Mr. Parrerson. The year before we got authorizations in October, 
but last year we got them in January. “That made a big difference to 
our operations. 

Mr. Harpy. Do you know what you are going to have to spend in 
the current fiscal year ¢ 

Mr. Patrerson. We have been authorized so far $1,997,000, I 
believe. 

Mr. Harpy. You already have that figure then, and here we are in 
October again this year. Is that going to throw it out of kilter again? 

Mr. a eee No; but the same thing will happen that happened 
last year. That information has helped | the Chileans to go to their 
Congress for their part in the cooperation program. Their money 
will become available, theor etically, the 1st of January. But actually, 
only asmall part of it will become available the Ist of April, and until 
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that date we can’t release the dollars that correspond to their pesos 
and actually make purchases of machinery in the States. 

Mr. Harpy. You called attention a while ago to the situation last 
year and indicated that you were not in any position to obligate any 
funds until January. I believe that was the statement. 

Mr. Patrerson. Yes, last year. 

Mr. Harpy. Well, so when the Chileans were in a position to obli- 
gate some money in April 

Mr. Patterson. The following April. 

Mr. Harpy. So that was a lag of 2 or 3 months. Now you have 
gotten your figures in October, so you are going to have a © months’ 
or more lag for this fiscal year. 

Mr. Patterson. But since we had all of this carryover from the 
last fiscal year we are going to be able to operate this fiscal year with 
the money from last fiscal year 

Mr. Harpy. There was considerable difficulty between the level of 
implementation and the program which was approved for fiscal 1956? 

Mr. Patrerson. Yes. 

Mr. Harpy. Does that mean you are going to have to establish a 
series of priorities and specifically eliminate some of your projects ! 

Mr. Patrerson. Let’s see, the difference is the difference between 
roughly 16 

Mr. Harpy. About $400,000. 

Mr. Parrerson. Yes, about $400,000. It will affect purchases of 
demonstration equipment but I don’t remember that we consider it a 
basic difficulty. 

Mr. Mountatn. In reducing the level of implementation below that 
of the approved program, Mr. Patterson, it appears that the major 
reductions were made in public administration, health and sanitation, 
and to a lesser degree in agriculture and natural resources. Can you 
explain why those particular areas were chosen for reduction ? 

Mr. Patrerson. Yes. Public administration interests us but it. is 
a field where we have not yet found a way to help the Chileans on a 
large scale. Since it is such a delicate field, on the one hand, but 
such an important one, on the other, public administration seems to 
us one of the few places where we are justified in having a reserve 
in the budget—to have some money there, for instance, for the time 
when the Klein-Saks mission comes up with recommendations on 
public administration, some of which might interest the technical 
cooperation program. 

Mr. Harpy. I want to pursue a little bit your labor program here. 
There was some reduction in that. What does that program consist 
of ? 

Mr. Parrerson. Chile was one of the first countries in Latin Ameri- 
ca that pointed out the advantage to the United States—it seemed to 
the Embassy and to us—of sending up labor leaders in teams. And 
a the budget there is now $150,000 for this fiscal year to send up labor 

eaders from the unions to the States. 

Mr. Harpy. How many will be sent up under that program ? 

Mr. Parrerson. About fifty. 

Mr. Harpy. How long a course will they have in the United States? 

Mr. Corrigan. About 3 months. 

Mr. Harpy. I notice there has been very little done in that in 
previous years. 
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Mr. Patterson. Yes; this is a new program. 
~ Mr. Harpy. How much is a similar program being exploited by 
the Russians ? 

Mr. Parrerson. They spend more money than we do. They have 
in the past. 

Mr. Harpy. Mr. Ambassador, that is one of the things that came 
into considerable discussion yesterday. There was some concern ex- 
pressed that we have done little or nothing in that field, while the 
Communists have been taking advantage of a rather wholesale ap- 
proach to this, according to what you told us. I was wondering what 
we could do to increase the effectiveness of that program. That seems 
to be disturbing some of our business people in other countries we 
have been in also; and there is a feeling that the Communist program 
in that field may be paying off. 

What is your feeling about that? 

Ambassador BrauLac. Well, we here are giving a good deal of 
thought to what-might be done to bring about additional results from 
that program. The program is new. I may say that with reference 
to the local businessmen, I cannot talk in very precise terms with 
reference to Chile because I have been here two years, but over the 
years we have had to go through a process of local education of the 
businessmen; and I think it is a fine indication that the businessmen 
themselves also now are talking in terms of sending more local labor 
leaders up, because a few years ago there was considerable resistance 
on the part of American employers of labor to the idea of competing 
with the Russians, and the idea of inviting these labor leaders, many 
of whom were pretty radical in the eyes of these businessmen. 

So I think our Government, as a whole, has had to approach this 
thing in a gradual way and there has been a period of education 
involved. We are perhaps a little ahead of most countries in that we 
do have a program. Fifty labor leaders a year is a reasonable start, 
we feel. It takes a little period of experimentation, deciding which 
labor leaders to select, for example. It requires a considerable amount 
of investigation by our labor people—by ICA—by personal contact, 
by conversations with employers. We don’t want to engage in a pro- 
gram which is going to be opposed actively or publicly by the em- 
ployers. So we are going through that process now of learning how 
to do it and observing the results, with the idea in mind that as time 
goes on we will try to find ways of improving the program and 
possibly increasing it, if that seems to be what is called for. 

Mr. Harpy:: That impressed us in several countries, and yesterday 
the expression was made that we were very slow in getting that pro- 
gram underway. Reference was made to the Russians’ activity in 
that field, and some fellow said yesterday—you may recall] this—in 
prewar days the Germans did a lot along that same line. 

Ambassador Braunac. The Russian program compared to ours is 
simpler. They usually invite people they are sure of—Communists. 
They know they will say the right thing when they come back. 

Mr. Mraprer. Yesterday one of the gentlemen said a Communist 
labor leader who has been taken to Russia came back with exactly 
the opposite effect of what they had intended. In other words, he 
came back here and had found all kinds of excuses not to make any 
speeches, and in personal conversations with his employer said, “I 
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can’t even talk on the streets of Russia. We have freedom here 
anyway.” 

Mr. Harpy. It might be a good idea to let them talk all they can. 

Ambassador Bravtac. On the other hand, they have continued their 
program and evidently think it is useful to them. We have other 
difficulties historically, Mr. Hardy, you know. Our visa regulations, 
for example, you know, may create difficulties. They have been 
relaxed recently, but many of these labor leaders whom we would like 
to invite have Communist backgrounds, although they may not be 
Communists today. That is one reason the investigation in our case 
is much more difficult and it is one reason we cannot ; pick people right 
up and send them up, because we have to determine, first of all, whether 
they are admissible under our laws. 

Mr. Harpy. We do have some pretty tight immigration laws. 

Mr. Meaper. Is this program of labor leaders v isiting the United 
States one which is originated by the country, or is that a program 
that comes out as a matter of policy from Washington ? 

Ambassador Beautac. In the case of the Chilean program it had its 
inception, as I recall, before I came here, during the visit of Milton 
Eisenhower to Santiago. There was a meeting between him and a 
number of Chilean labor leaders, and out of that meeting came a sug- 
gestion for a program of that kind w hich we were equipped app arently 
to carry out. Therefore it is a combination of policy and local 
initiative. 

Mr. Harpy. Mr. Ambassador, looking over this tabulation of figures 
here, we tried to determine when this labor program was initiated. 
Do you know ? 

Ambassador Braunac. As far as I know, the first labor leaders were 
sent up shortly after I arrived, shortly after October 1953. 

Mr. Harpy. It must have been going on before that. Must have 
been something doing there before that time because there was an 
obligation of $62,000 for this program prior to fiscal 1955. 

Mr. Corrican. There was a very reduced program, as I understand 
it, and six men went up from C ‘hile about the time of Dr. Milton 
Kisenhower’s visit. When he said 

Mr. Harpy. Fix the date, will you, please ? 

Mr. CorritGan. Eisenhower’s visit was—— 

Mr. Parrerson. July 1953. 

Mr. Corrtcan. When he visited here he heard the same thing you 
heard yesterday. The Russians were sending hundreds of people and 
he thought it would be a good idea to step up our program consider- 
ably, as a result of which for the fiscal year just ended I believe there 
was authorization for 50 labor leaders to go. It wasn’t possible to 
select that many in time for them to ac tually make the trip. 

As the Ambassador pointed out, this job of selection is exceedingly 
difficult. For example, I happened to hear 1 of the 6 who returned 
from the first group make an exceedingly anti-American speech. It 
was a question of selection. You can’t know enough about this fellow’s 
background, ideology, to know what the effect of his trip could be. 
It takes a great deal of work all over the country. Mere numbers 
is not going to do it. 

Mr. Harpy. How many did you get ? 

Mr. Corrigan. We have not finished. We are in the process of 
selecting about 50 now. We have submitted 50 names to the Depart- 
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ment and that is a rough estimate. A couple dozen of those people 
have actually left or are in the process of leaving. 

Mr. Harpy. Do you have those figures / 

Mr. Corrigan. We have. Wecan submit them. 

(The information submitted follows: ) 


MEMORANDUM 
OCTOBER 18, 1955. 


To Mr. Maurice Mountain, counsel, Subcommittee on International Operations, 
House Committee on Government Operations. 
From American Embassy, Santiago, Chile. 


The following information, in response to Congressman Hardy's request this 
morning for more precise data, concerns the labor visitor program in Chile. 

One team of 8 labor leader visitors had been programed to visit the United 
States (6 actually went) during calendar year 19538 under the fiscal year 1953 
budget. 

Asa result of recommendations made by Dr. Milton Eisenhower, based on dis- 
cussions and observations during his visit to Latin America in mid-19538, the 
program was considerably stepped up rather suddenly. The Embassy was 
notified in USFOTO A-113 dated May 8, 1954, that provision was being made 
in the revised fiscal year 1954 progarm to finance grants for approximately 40 
labor leaders from Chile. The USOM and the Embassy were requested in that 
message, for planning purposes, to proceed with the selection of about 40 labor 
leaders “during this (1954) fiscal year’ and were informed that this was “part 
of a program to be undertaken throughout fiscal year 1955 and even later.” 

Washington was notified in a joint State-FOA message in mid-June 1954 that 
the selection of 40 leaders was in process. A few weeks later, a tentative list 
of 40 leaders was submitted to Washington. 

There was no labor attaché assigned to the Embassy at the time of the May 
1954 notification nor at the time of the submission of the 40 names at the end 
of June 1954. At this time, the political officer was preparing to leave the post 
on transfer and he could not participate in the selection of the 40 names. The 
provisional selection in June 1954 was done by the minerals reporting officer, 
in a very short space of time, as requested by Washington. This officer had 
recently arrived at the post but had had political and labor reporting experience. 

The labor attaché arrived at the post January 28, 1955. His arrival coincided 
with final authorization from Washington (USFOTO Circular X-358 dated 
January 26, 1955) for the labor attaché to complete the selection and processing 
of participants under the revised and expanded program. The provisional list 
already submitted was used as a starting point by the labor attaché in imple- 
menting the January 1955 instructions. 

Chilean labor is infiltrated to a certain extent by communism, it is permeated 
by a large degree of Marxist (as distinguished from Communist) ideology, and 
a large degree of control over the labor movement is exerted by various political 
parties, 

It was incumbent on the Embassy to take considerable care in the formulation 
of its final recommendations, which were submitted on June 13, 1955. In the 
intervening period from the time of his arrival in January, the labor attaché 
had to become oriented, to consider scores of possibilities, and to carry out secn- 
rity investigations of selected grantees. He had to interview personally numerous 
prospects in the capital as well as in localities outside Santiago and to seek the 
consent of desirable prospects, as well as the consent of their unions and em- 
ployers, for their receipt of grants. 

After the submission of the Embassy's recommendations on June 13, further 
processing was required in Washington. The final authorization for mining 
teams 1 and 2 and transportation team 5 was received August 27. Authorization 
for white-collar team 3 was received October 4. Mining team 1 was immediately 
processed for final departure and left Chile September 1. Transportation team 5 
departed September 18. Mining team 2 and private employees team 3 both 
departed October 15. The departure dates were fixed by Washington, and in 
the case of the private employees team was advanced at the Embassy’s request. 

Of the 40 leaders authorized, 33 have been selected and have departed from 
Chile. The remaining seven authorized were recommended to Washington June 
13, and individual authorizations were received October 4 for some of them. 
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Mr. Harpy. We found some differentiation bet ween the figures com- 
piled by ICA and the figures which the Embassy had on this particu 
lar subject. From the information which was given us in Washington 
about appropriations and obligations, it is ¢ ‘lear that prior to fiseal 
1955 there were obligations of $62,000 and there were unliquidated 
obligations of $8,000, which means there had been spent $54,000 prior 
to fiscal 1955. We were talking a moment ago about people being 
sent over after Dr. Eisenhower was here, late in 1953, which would 
have been late in fiseal 1954, so there must have been funds set up 
for fiscal 1954 before his visit, because it would have been impossible 
to get anything appropriated in that fiscal year. 

Mr. Corrigan. That is true. 

Mr. Harpy. So it would appear from the figures that there must 
have been appropriations in fiscal 1952 as well as 1953 and 1954. 
There must have been some start. back in there, and I am just wonder- 
ing if the explanation for its failure to materialize rests with the oppo- 
sition of the American business community, which now seems enthusi- 
astic about the program. 

In other words, if there is a worthwhile program—in Brazil they 
said there were 200 being invited to go to Russia from Sao Paulo alone 
every month, and that seemed to have the business community dis- 
turbed. If that is the situat ion, and we are talking about 40 a year, I 
don’t know how the comparison would be here, but it seems we are 
not doing much. 

Mr. Corrican. Mere numbers are not representative of the results. 

Mr. Harpy. That is true. It is not entirely a good yardstick, but 
with all of the screening we do, we can’t be too sure the quality we are 
going to get is perfect anyway. We will have just as high percentage 
of duds in the 40 you sent as the hundred they sent. 

Ambassador Bravutac. I am not trying to depreciate the value of 
this program, but we don’t have a problem in Chile that compares with 
the problem in Brazil in the terms that you expressed here. 

Mr. Mowunvarn. Mr. Corrigan, I don’t believe we are clear on our 
record yet as to when this program was initiated—not carried out, but 
initiated. 

Mr. Corrican. We will submit it. It definitely was before Eisen- 
hower’s visit, and certainly people went up in fiscal 1954. We know 
that. There may have been years before that that people went, too. 
We'll have to check on that. (See p. 326.) 

Mr. Mountatn. For fiscal 1955 did you send anyone? 

Mr. Corrigan. No. 

Mr. Mountain. You did havea program but no one went ? 

Mr. Corrican. Yes. We were busy selecting people, but actually 
they didn’t leave prior to July 1, 1955. The ones that have left, or are 
leaving since that time, are going under that program but utilizing 

val 1955 funds. 

Mr. Mountatn. So that the fiscal 1955 program is beginning to be 
implemented in fiscal 1956? 

Mr. Corrigan. Yes. 

Mr. Harpy. These figures show there were $10,000 of those funds 
used in fiscal 1955. Could Mr. Patterson explain that? 

Mr. Parrerson. I don’t remember. No. 

Mr. Mounrain. Mr. Patterson, what role do you play in this train- 
ing program ? 
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Mr. Parrerson. ICA puts the money in the budget for the number 
of leaders agreed on by the Embassy and ICA. The screening is done 
here in the Embassy. 

Mr. Mountain. What section of the Embassy ? 

Mr. Corrigan. Our Labor Attaché in conjunction with Mr. Patter- 
son’s people actually carry out the selection. They are Embassy 
selections, principally. 

Mr. Mountain. But the implementation lies with you, Mr. Patter- 
son ¢ 

Mr. Parrerson. Yes. 

Mr. Mountatn. Have you made any representation to the Embassy 
about this lag of getting people along? 

Mr. Corrigan. May I say no representation was indicated by Mr. 
Patterson to the Embassy. 

Mr. Mountain. Mr. Corrigan, I believe we are trying to get at, in 
part, the relationship between the Embassy and ICA, and this area 
is an example that would be indicative. We would like to know what 
Mr. Patterson can do, in his role as ICA program director, to get this 
program moving. If the responsibility is with your people to clear 
these folks, what can he do to speed up this program ? 

Maybe I should say it this way: What has delayed it other than 
simple administrative paper work ? 

Mr. Harpy. Are you on such fine friendly terms that Mr. Patterson 
doesn’t want to get on your neck to clear these people? Actually, there 
does seem that here is a relatively small area but it is a program that 
has a reasonably high degree of importance. It has, in effect, been 
authorized for several years, and it has been stated that you had an 
authority last year and funds in fiscal 1955, but nobody went. 

Now, the question was, has Mr. Patterson made any representations 
to the Embassy people about pushing the lid aside and getting this 
thing moving ? 

We haven’t gotten any answer to that yet. 

Ambassador Bravutac. What is your answer, Mr. Patterson ? 

Mr. Patrerson. I have talked to Mr. Feuss quite a lot about getting 
the program moving because it has been somewhat embarrassing for 
me to make special arrangements in Washington to get $150,000 for 
a program and then not be able to produce. 

Mr. Harpy. Did it ever occur to you that maybe you could spur the 
Embassy folks to a little production ? 

Mr. Parrerson. Well, lately the activity shown has been quite sat- 
isfactory. There is a new labor attaché here now and labor leaders 
are leaving fast now. 

Mr. Harpy. What do you mean by fast? How many have gone? 

Mr. Corrigan. I guess two dozen. 

Mr. Parrerson. That’s about right. 

Mr. Harpy. When did you start the process of clearing them? Do 
they belong to fiscal 1955, 1954, 1956, or what ? 

Mr. Parrerson. They were carried over from fiscal 1955. 

Mr. Harpy. So it is a 1955 program, but they are leaving in 1956. 

Mr. Parrerson. Yes. 

Mr. Harpy. As a matter of fact, you still have money from pro- 
grams prior to 1955 that hasn’t been spent, according to these figures. 

Mr. Mountain. Mr. Patterson, what other areas of your activity 
have to be cleared or processed through the Embassy ? 


1 GN aN AE et tt SN BA eC D RAR LISE 2 8 al OS 


Pat EET Ad8 s 


i SR er ARS ST thei 











we ig illB Na her 6h 2 


a Restinclna 25 


Sn a eee 


5 
q 











TECHNICAL ASSISTANCE IN LATIN AMERICA 329 


Mr. Parrerson. As far as I can remember, there is no other case of 
that sort. 

Mr. Harpy. The Embassy, however, does pass on your program 
before you submit it, is that correct ? 

Mr. Parrerson. Yes. We prepare the budget for Embassy review. 

Mr. Mountain. With whom do you deal in the Embassy on clearing 
your program ? 

Mr. Patterson. I deal with Ambassador Beaulac. 

Mr. Mounta1n. Do you deal with the economic counselor of the 
Embassy as well ? 

Mr. Parrerson. I don’t go to him on things of budget, money, pro- 
gram direction, or anything of that sort. ff. 

Mr. Mountain. Do you deal with the labor attaché on the training 
program ¢ 

Mr. Parrerson. Yes. 

Mr. Mountatn. Inthe same sense of checking out your program with 
him before submitting it ? 

Mr. Parrerson. Yes. With the present labor attaché we have had 
many meetings in the last 2 months. 

Mr. Mounratn. He is the only one in the Embassy you do deal 
with in this regard ? 

Mr. Parrerson. No, perhaps I haven’t made it clear. In all mat- 
ters of policy, budget, program direction, things of that sort, I deal 
directly with Ambassador Beaulac, but once those questions are 
cleared up, then I deal with the appropriate personnel. At the present 
time, because of our economic meetings, it seems quite simple to de- 
termine whether you are at the top level of getting policy guidance 
from the Ambassador or at the level of discussing some part of a 
program with the economic counselor or the labor attaché. 

Mr. Harpy. In connection with drawing up this labor program and 
submitting it to the Ambassador, did you check with the labor at- 
taché as to whether he was in a position to carry out that part of 
the implementation which he had to do? 

Mr. Parrerson. I don’t remember such a discussion. 

Ambassador Beaunac. May I say something here ? 

Mr. Harpy. Yes, sir. 

Ambassador Bravtac. As far as Mr. Patterson’s relations and co- 
ordination with the Embassy are concerned, as I said earlier, we are 
not satisfied that the system is what it should be. We are trying to 
improve it. On some budgetary matter, for example, a few days ago 
we did have a meeting including the economic counselor and Mr. 
Silberstein, who has been our principal economic officer for a number 
of months, in which we went over in very great detail the budget for 
the next fiscal year. 

We did that as a model of the kind of cooperation that we want to 
build up. As far as that labor thing is concerned, I don’t think that 
Mr. Patterson has given you the impression that he feels he has any 
reason to be making representations for the Embassy to do things that 
it could have done and didn’t do. I may say that one reason, but only 
one reason, there are many reasons why this program hasn’t proceded 
in a systematic, orderly, ever-increasing way like it should be, is the 
fact that for about 6 months we had no labor attaché here and the 
political division of the Embassy—which has this work to do as well as 
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numerous other activites and this is not the most important or time- 


consuming activity of the political division—consisted during that 


period of 1 man. 

One man finds it difficult, as I say, to carry out, in ideal cireum- 
stances, the kind of plan he would like his division to carry out. And 
Mr. Patterson was undoubtedly fully aware of that, as he has not 
importuned me and I believe has not importuned that man within 
the political division, to do things which Mr. Patterson undoubtedly 
knew the division, for purely mechanical reasons, was not in a posi- 
tion to do. 

That’s only one of the reasons itiy the program hasn’t developed 
by leaps and bounds. 

Another reason is that we haven’t wanted it because of the opposi- 
tion of the American business community and other organizations. 
We wanted it to develop— 

Mr. Harpy. That’s the answer I was looking for. 

Ambassador Brav.ac. We wanted it to dev elop in an orderly way 
and leave everybody reasonably concerned in the program in the 
right mood to support it instead of oppose it, and in a way that would 
give us an opportunity to see the results, so that as the program 
dev eloped as we hoped it would, it would develop along lines that were 
constructive. 

Mr. Harpy. That, I think, helps clear up the picture, but it leads 
me to this question: We have had a few that went in previous years. 
I wonder if there has been any followup of the activities of those 
people. If there has been any evaluation of the effect. of their 
training. 

Ambassador Bravutac. Yes, yes, indeed. You were told this one 
case of the one leader who made anti-American speeches. I don’t 
think that is very important in selecting these men. We have to take 
«a chance on these people saying the wrong thing. 

Mr. Harpy. I think that ‘helps very much on that. 

Mr. Mounrain. Two questions to clarify some things stated earlier, 
but which I’m not sure are clear on the record. 

First, I believe you stated, Mr. Patterson, that the reason for these 
unliquidated obligations—the principal reason—is this fiscal lag. 
The second is the difficulty of obtaining matching funds on time, and 
I believe in this labor training program we have covered the point 
that the program was a little bit more ambitious, perhaps, than it 
was possible to implement. 

Mr. Parrerson. That’s right. 

Mr. Mountarn. To what extent are other elements of unliquidated 
obligations of funds due to a similar overambitious programing for a 
given fiscal year / 

Mr. Parrerson. I can’t think of any other cases. 

As I have mentioned, we carry in the budget a good sum for work 
in public administration, if and when circumstances make it desirable 
for us to enter this field. We may not spend this money, but we want 
it there when the right conditions come up. 

Mr. Mountain. Earmarked for that specific work ? 

Mr. Parrerson. Yes. 

Mr. Mountain. Have you had the experience in the last 2 years 
of having to change the purposes for which you initially intended to 
use certain funds ? 
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Mr. Parrerson. Yes; there is bound to be some of that. 

Mr. Mountain. How much freedom of action do you have to take 
something out of agriculture and put it in industry and mining? 

Mr. Parrerson. We have a considerable discretion as to small 
amounts. 

Mr. Harpy. Small amounts. What does that mean / 

Mr. Parrerson. I'll have to look that up for you. 

Mr. Harpy. You said considerable discretion. I don’t know what 
that means. 

Mr. Mounvatn. I believe it would help us if Mr. Patterson could 
submit it later as a tabulation of transfers from one project to another 
over, let’s say, during fiscal year 1955, since most of our figures pertain 
to that year. 

Mr. Harpy. That shouldn't be too hard. 

Mr. Parrerson. No, sir. 

(The information submitted follows: ) 










UNITED STATES OF AMERICA OPERATIONS MISSION TO CHILE, 
THE INSTITUTE OF INTER-AMERICAN AFFAIRS, 
Santiago, Chile, October 18, 1955. 


MEMORANDUM 


On April 26, 1955, transfers amounting to $131,000 were made between activities 
within the total amount allotted to the mission for the fiscal year 1955. Two of 
the items affected by these transfers were one each for $50,000 covering the 
following agreements on which negotiations had been completed for their 
execution : 



















Ministry of Agriculture (supplementing funds for the University of Cali- 
fornia contract) ; are os : . $50, 000 


Ministry of Public Works (irrigation) ~~ ___~ Yee ee ee 


These transfers were effected on Washington authorization contained in cable 
No. USFOTO 229 of April 25, 1955. 

The balance amounting to $31,000 consisted of transfers augmenting training 
grants by that figure, also on ICA/W approval (airgram No. USFOTO A-385) 
The transfers were made from funds allotted for operations of the mission other 
than grants, which wee later replenished by new Washington allotments in the 
amount needed to carry on the operations for the fiscal year. 

Mr. Mounrain. The second point is your views on the importance 
of publicity in connection with the point 4 program and how such 

public ‘ity should be gained. 

Mr. Par — This is a question on which there is some difference 
of opinion. I don’t think there is any between Ambassador Beaulac 
und me, but I understand that in some other countries on varies. 

Speaking just for myself, in a sophisticated country like Chile ] 
have very little faith in the worth of canned articles written by us 
praising our contributions and placed in the daily papers. That is 
the easiest kind of publicity to get, but although it may be effective at 
the moment, over the long haul I think it is bad and not what we want. 

I tend to think that the best publicity comes from good programing, 
from putting a good strong program in that part of ‘the Chilean ec on 
omy that they say is weakest. and where you agree with them. That’s 
what we have atte mpted to do in the Plan Chillan, and that’s what we 
are attempting to do in studying out the priorities in other functional 
fields. 

Now, when the United States contribution is big enough and solid 
enough, and when it is directed to the point where the Chileans most 
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need help, the chances of getting wholehearted recognition from them, 
and written by them, is very good; and in the end that’s the sort of 
recognition that seems to me most valuable to the United States. 

Mr. Mountain. To what extent do you think that a feeling on the 
part of the Chilean people that such a plan as the Plan Chillan is a 
Chilean plan helps politically to get pohtes support / 

Mr. Parrerson. Well, there is a great rash of nationalism sweeping 
the world. Some of it is as basic as human nature; some of it is 
neurotic. I think that in most countries the people want to look after 
their own economic development and invite you to help them. They 
want it to be their plan in which you are taking a part. 

Mr. Brooks. Mr. Chairman 

Mr. Harpy. Go ahead, Mr. Brooks. 

Mr. Brooxs. I wonder, Mr. Patterson, in view of your lack of faith 
normally in newspaper publicity, if you feel that a story canned, or 
shall we say written or assisted in the writing of it by American public 
information ‘people, describing in detail this Plan Chillan and the 
part we play in it, contributing to the development of the Chilean 
economy—if you feel that a story of that nature in the Chilean news- 
papers would, in the long pull, to quote you, be “bad and not what 
we want”? 

Mr. Parrerson. Well 

Mr. Brooxs. Do you think then that a story on your program would 
be desirable ¢ 

Mr. Patrerson. Well, let me put it this way. 

Mr. Brooks. Just answer the question, then you can put it the way 
you want to. 

Do you think a story on your farm program and Plan Chillan writ- 
ten by the American Government, read by Chileans, would be help- 
ful—yes, or no. 

Mr. Patrerson. I say essentially I see no reason for it if the 
Chileans are giving us publicity already. 

Mr. Brooks. It sure does take you a long time to say no. 

No further questions. 


(Discussion off the record.) 
Mr. Harpy. I want to make just one observation about that ap- 


proach. It seems to me that to take the position that we are going to 
prove by actions what fine folks we are, but we are not going to tell a 
soul about it puts us in an awkward spot. 

Mr. Parrerson. USIS is making six movies; they have a weekly 
program; they are preparing a brochure of 50,000 copies on point 4. 

Mr. Harpy. How do you know that is wise’ Fixing up these high- 
powered brochures, et cetera. Who is going to read them! How are 
you going to distribute them ? 

Mr. Patrrerson. Well, that’s what we have been asked for. 

Mr. Harpy. Who asked you for it‘ 

Mr. Patrerson, Well, the Chileans would like to see something 
on the Plan Chillan. 
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Mr. Harpy. How do you know? What Chileans? 

Mr. Patterson. They talked to us. 

Mr. Harpy. Who talked to you? 

Mr. Parrerson. The Minister of Agriculture. 

Mr. Harpy. So he is going to read them ? 

Mr. Parrerson. He has a large mailing list. There is a paper that 
comes out on the Plan Chillan every 2 months. It is distributed to a 
mailing list of 5,000. He would like a brochure, but doesn’t have the 
money to print it. 

On the newspaper part, we are in the papers constantly—for in- 
stance, on participants who come back from the United States and who 
are very enthusiastic and friendly. 

Mr. Mountain. I wonder if it isn’t a statement of your basic posi- 
tion that the technical assistance program is predicated on the notion 
of our helping the local economy by the most expeditious means. 

Is it your position that the most ‘expeditious means may be to play 
down the United States contribution in order to get more local political 
support, by causing local people to get behind it as a Chilean plan 
rather than asking for credit for the United States role ¢ 

Mr. Parrerson. That is pretty well put, if I may say so. 

Mr. Harpy. I wonder if the position is clear in the record as well ? 
Frankly, I think it probably is a little bit confused. 

I think we ought to adjourn now, Mr. Ambassador. I would think 
maybe we are running a little late right now and 2: 45 would be a good 
reconvening time. That will give us time for lunch, 

Ambassador Bravutac. Very well, that’s time enough for us. 

(Whereupon, at 12: 55 p. m., the subcommittee recessed to reconvene 
at 2:45 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Harpy. This afternoon we want to explore a little bit some 
administrative questions that have been raised from time to time. 
Mr. Mountain, you have been working on the details of this and the 
most expeditious way would be for you to go ahead. 

Mr. Mountain. Mr. Ambassador, I believe your administrative 
officer is Mr. Robinson ? 

Ambassador Brautac. That’s right. 

Mr. Mountarn. Mr. Robinson, will you please state your name and 
title for the record ? 

Mr. Roprnson. Reed Robinson, administrative officer. 

Mr. Mountarn. How long have you been assigned to that duty in 
this post ? 

Mr. Rosrnson. A little over a year, since September 1954. 

Mr. Mounrarn. Mr. Robinson, you have a staffing pattern for this 
post. What is the percentage of people you nor mally have on board 
of your staffing pattern? Tell us how large is the staffing pattern, 
and then how many you normally have on board? 
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FURTHER STATEMENT OF HON. WILLARD L. BEAULAC, UNITED 
STATES AMBASSADOR TO CHILE; ALBION W. PATTERSON, DIREC- 
TOR, UNITED STATES OPERATIONS MISSION ; WILLIAM SANDERS, 
COUNSELOR OF EMBASSY ; ROBERT CORRIGAN, FIRST SECRETARY 
OF EMBASSY; JOSEPH A. SILBERSTEIN, FINANCE OFFICER; 
SAMUEL WORK, AGRICULTURAL ATTACHE; ALBERT HARKNESS, 
PUBLIC AFFAIRS OFFICER; THOMAS C. SMITH, BUDGET AND 
FISCAL OFFICER; AND REED ROBINSON, ADMINISTRATIVE 
OFFICER 


Mr. Rosinson. We have positions for 388 Americans at the present 
time. Two of those have recently been added to the complement, 
and they are still vacant. Since the first of January last year they 
have been about 90 percent filled. Prior to that, during the year 1954, 
they were about 75 percent filled. 

Mr. Mounvarn. Do we understand you have been able to keep your 
stafling pattern 90 percent filled at all times? 

Mr. Ropinson. Since the Ist of January. 

Mr. Mountarn. In that percentage are you including locals as well 
as Americans 4 

Mr. Ropinson. No; they are only American positions. 

Mr. Mounratn. In terms of experiences elsewhere, this is a rather i 
high record of people on board. Do you have any reasons why you 
have been able to maintain such a high record ¢ 

Mr. Ropinson. That’s only since January of this year. Prior to 
that they were 75 percent filled. The high percentage now I believe 
is because about 6 months ago a lot of officers arrived and none are 
due for home leave or transfer as yet. 

Mr. Harpy. Does that 90 percent take into account local leave? 

Mr. Rorinson. Yes, that includes about 2 percent local leave and 
sick leave. 

Mr. Harpy. So it’s 90 percent net ? 

Mr. Rosrnson. The 10 percent vacancy includes the local leave and 
sick leave. 

Mr. Harpy. So you have a net of 90 percent on board ? 

Mr. Roptnson. Yes. 

Mr. Harpy. Mighty high. 

Mr. Mountain. Mr. Robinson, how are staffing patterns at this 
post determined? Are they set forth by you and sent to the Depart- 
ment for approval? 

Mr. Rosrnson. Well, any additional increase in our complement is 
initiated at the post and then sent to the Department for approval 
and the addition of funds. 

Mr. Mounratn. Is there an annual review of your staffing pattern 


made at this post? 
Mr. Roprnson. Yes. 
Mr. Mountatn. What do you report to Washington? A total re- 
view or just the pluses and minuses ? 
Mr. Ropinson. Are you speaking of the position descriptions? j 


Mr. Mounrarn. I am speaking of how many people you need on 
board to carry out the workload. 
Mr. Harpy. Not specific categories or grades. 
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Mr. Ropsinson. No, I can’t say that we make an annual review of 
that. Of course, we present our budget estimates and we take that 
into consideration, but that is—— 

Mr. Harpy. Don’t you make an annual review of the total num- 
ber of people you require to perform your overall services 

Mr. Roginson. No, not on an annual basis. 

Mr. Harpy. On what kind of a basis do you do it, if you do? 

Mr. Rosrnson. Usually on a program basis. If we need additional 
strength in the Political Section, for instance, we present that to the 
Department. 

Mr. Harpy. What do you do when the program runs out ? 

Mr. Roptinson. I haven't had that experience. 

Mr. Harpy. Always on the upgo? 

Mr. Ropison. It has been since I have been at this post. One 
American position was abolished in the Consular Section in June 
1955 as a result of a review of positions made by the post. 

Mr. Mounrarn. When is the last time this post was called upon 
for a budget estimate by the Department ¢ 

Mr. Rostnson. That was in April of this year—last April. 

Mr. Smirn. April 28. 

Mr. Mountain. Please state your name and position for the ree- 
ord? 

Mr. Smirn. Thomas C. Smith, budget and fiscal officer, USDO, and 
vice consul. The last budget call was sent to the Department on 
April 28, 1955. That was the administrative support budget. 

Mr. Harpy. Your response to the budget call was sent to the De 
partment on April 28 4 

Mr. Smiru. Yes, sir, the administrative support call. 

Mr. Harpy. How long ts that response? Is that what you have 
in your hand? 

Mr. Smiru. No, sir, that is the instruction. That was for fis- 
cal 1955. 

Mr. Harpy. Wait a minute now. You got a request in April 
1955 ¢ 

Mr. Smiru. No, that is when it was submitted to Washington. 

Mr. Harpy. When did you get the request ? 

Mr. Smiru. It came in March, March 28. 

Mr. Harpy. March 28, 1955. Did you get a request for a budget 
estimate for fiscal 1956? 

Mr. Smiru. Yes. This is the supplemental request. The first one 
came in December of 1954. 

Mr. Harpy. What did yeu do about that one? 

Mr. Smiru. We started working on it and it had to be changed. 
We got instructions from Washington to insert some changes. 

Mr. Harpy. Did you submit a detailed budget request, pursuant to 
ther request of December 1954? 

Mr. Smirn. No, sir; we didn’t have it finished by the time this 
second change came along. 

Mr. Harpy. What was the nature of the change? 

Mr. Soirn. It had to do with changes in the format and other 
details for agreements with other agencies. 

Mr. Harpy. How much is involved in those instructions ? 

Mr. Smiru. How much what? 

Mr. Harpy. Is that a copy of your change instruction ? 
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Mr. SmirH. 
Mr. Harpy. 
Mr. SmirH. 
Mr. Harpy. 
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This is a copy of it. 

Just one page ¢ 

No; it is two pages. i 

I'd like to have a copy of it or reference to it so we can 


get a copy from the State Department. 


Mr. SMITH. 


It is ARA Circular 55-6, Supplement No. 2, dated 


March 18, 1955. , 
Mr. Harpy. That is your change that came through in March. 
What was your specific instruction in December 1954? 


Mr. SMITH. 


That was a long, 38-page instruction on the principles 


and details of administrative support. 


Mr. Harpy. 


that was. 


We won’t go into that because I have an idea of what 


Did you have a specific date by which your budget estimate was to 
have been submitted ¢ 


Mr. Smiru. 


Mr. Harpy. 


Mr. SMITH. 


Mr. Harpy. 


Mr. SmitrH. 


Mr. Harpy. 


1956? 
Mr. Smiru. 


Mr. Harpy. 
Mr. Situ. 
Mr. Harpy. 
Mr. SMITH. 


On April 1, I think it was. 

On April 1? 

Aprill. Then it was changed to April 10. 

That was your December instruction ¢ 

That was December ; yes. 

You were to have your budget in by April 1 for fiscal 


Yes, 1955. 

Then you got a revised instruction in March ? 

Yes, making it April 10. 

When did you send your budget estimate in ? 

We actually sent it in on April 28, but we advised the 


Department there would be a delay because of completing some details 


oa 


arranging agreements. 
Mr. Harpy. 


I am not as concerned with what the Department did 


with it as to what use it was going to be, coming in at that particular 
time of year, when the appropriation bills had to be passed before the 


end of June. 


Mr. Smiru. I suppose they had a general idea of how much we 
needed, I suppose. 
Mr. Harpy. Where did they get that? 


Mr. SMITH. 


From previous years. 


Mr. Harpy. Can we take previous years as a guide to what we'll 
need next year ? 


Mr. SMitrH. 


No, not exactly, but approximately. 


Mr. Harpy. You had no call for any budget estimate prior to the 


time the budget was submitted to the Congress? 


You must bear in 


mind the budget was submitted to the Congress in January. 
Mr. Smirn. In January. 
Mr. Harpy. I don’t understand what is the purpose of all that 


business. 


Mr. Knox. Isn’t it a fact that the gentleman already said they had 
a request in December 1954? 

Mr. Harpy. But the instructions were to submit it by April 1, and 
we get a budget estimate submitted by the President in January. 


Mr. Knox. 


I think we should explore it a little. 


What did you do relative to your request in December of 1954. Did 


you submit it as a preliminary request or what did you do? 
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Mr. Sarru. No, sir; we held that in abeyance until the final instruc- 
tions came through. 

Ambassador Beavtac. Are we talking about the same fiscal year? 

Mr. Situ. Oh, yes; I think so. 

Mr. Harpy. 1956. Sil 

That’s not the field’s responsibility, but it raises the question in 
our mind as to what is the purpose of it, because in December when 
this instruction came out they had to have completed their budget, 
because the whole budget was in the process of being printed. 

Ambassador Bravtac. No other estimate had been sent up earlier? 

Mr. Smiru. Not for 1956; no, sir. 

Mr. Meaper. Was there any substantial change in your 1956 estimate 
from your 1955 appropriation ? 

Mr. Smirn. Not a great deal. I think the main purpose of this 
submission was for the distribution of funds for 1956 to the post. 

Mr. Harpy. Allright. So the basis on which the funds are requested 
from Congress has nothing to do with the amount you are going to get. 
Somebody says we need so much and it’s based on somebody’s guess, 
apparently. And you submit a program in April which is simply, 
apparently, to support an allocation of funds for the operation of this 
post. 

Mr. Smiru. That is for the allocation of funds, I think, not as a 
basis for requesting funds from Congress. That is my understanding 
of it. 

Mr. Harpy. So there could be no relationship between what you need 
and the amount that was requested, unless it was purely by accident. 

Mr. Suirn. In general approximation, I should think there would be. 

Mr. Harpy. That’s not the way we usually justify an appropriation. 
On somebody’s approximation. 

Mr. Smiru. Unless there was some new program 

Mr. Harpy. Go ahead, Mr. Mountain, I give up on that. 

Mr. Knox. Mr. Chairman, may I explore? 

Mr. Harpy. Go ahead. 

Mr. Knox. Mr. Smith, I understood you to say in December 1954 
you were requested to submit vour estimated budget for 1956. 

Mr. Smirn. That’s right; the administrative support budget for 
fiscal year 1955. 

Mr. Knox. What did you do? 

Mr. Smiru. We started working on it. 

Mr. Knox. Wait a minute. You certainly haven’t left it for the 
last moment? In December of 1954, as to what you are going to 
submit for your budget in 1956 ? 

Mr. Harpy. If you will excuse me, his testimony was his instructions 
were to submit it by April 1. The December request gave him until 
April 1 to submit it. 

Mr. Knox. I pass. 

Ambassador Brautac. May I make a suggestion ? 

Mr. Harpy. Delighted. 

Ambassador Brautac. I am puzzled by the picture as presented 
by Mr. Smith and the evident conclusion you have reached. I wonder 
whether the picture isn’t this: That the Foreign Service and the main- 
tenance of conducting embassies abroad is a continuing operation 
which isn’t subject to reorganization once a year, for example. 
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Doesn’t the State Department, having in mind all the requests re- 
ceived from the missions during the year, make up a budget request on 
that basis? 

Mr. Harpy. I think that is it exactly. 

Ambassador Brautac. When it has an idea how much money it’s 
going to get, it takes into consideration these reports from the em- 
bassies to determine whether, in a particular embassy, the same 
level can be maintained or whether it will have to be cut down. 

Mr. Harpy. I think that is exactly what happened. Without get- 
ting any field estimate. 

Frankly, I am perplexed to know how they can really justify such 
a procedure. 

Ambassador Bravuac. In the case of Santiago, that is perfectly 
normal because it is a continuing operation, not subject to yearly reor- 
ganization. We don’t decide to have another clerk because a particu- 
lar date has come around. 

Mr. Harpy. There are an awful lot of administrative programs that 
operate all over the world, and certainly there is some fluctuation— 
up and down—in various spots. Maybe you have a smooth-working 
organization here with a pretty clear delineation of finances which 
doesn’t vary much, but that wouldn’t be universally true. If it were 
true, there wouldn’t be any need for a request for a budget break- 
down in April. If they are going to determine what your appro- 
priations need be, then why don’t they say we are going to set up so 
much money for you and you operate within that 4 

Ambassador Beaunac. That is confirmatory of what they already 
know. I am merely trying to rationalize what I understand. 

Mr. Harpy. I tried that too. I think it’s purely the State Depart- 
ment operation. I don’t see where the justification is yet. 

Mr. Mounratn. Mr. Smith, when the Department gets its appro- 
priation, does it notify this post how much money is allotted to this 
post for its year’s operations? 

Mr. Smitrn. They generally do, yes, but I must say we haven't re- 
ceived notice yet of our post allotment for 1956, 

Mr. Mounvratn. You submitted your budget in April, April 18? 

Mr. Smirn. Yes, sir, but that was the administrative support bud- 
get. 

Mr. Mountarn. I don’t know exactly when the appropriation bill 
became law, but it was certainly by the early part of July, and you 
haven’t got any allocation of funds yet? 

Mr. Smiru. Not yet, sir. We are operating on a continuing basis 
at the approximate level authorized for last fiscal year. At the same 
time we are reporting out expenditures and obligations to the De- 
partment each month; and I think that they are going to take the re- 
ports for the first 3 months as a basis for the allocation for the cur- 
rent fiscal year. 

Mr. Harpy. Then the effort you put into the preparation of this 
budget was all for nothing? 

Mr. Smiru. No, they will probably consider the two together. 

Mr. Harpy. If they are going to wait until after you spend the 
money, why do they need a previous estimate ? 

Mr. Smirn. Well that may not be so bad after all. 

Mr. Harpy. Don’t vou try to justify the foolishness in Washington ? 
If you can live with the problems that you have to cope with, you will 
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be doing all right. You let the folks in Washington worry about 
theirs. 

Mr. Smiru. They might let it go 6 months and see how we are 
running. 

Mr. Harpy. Your GAO experience may have conditioned you to 
try to rationalize this business for them, but you are in a different 
set of circumstances now. 

Mr. Smirn. They can see from our reports that we are not obli- 
gating any fabulous sums. 

Mr. Harpy. Don’t get particularly concerned about this trend of 
questioning, because you are not the only post in that shape. Others 
are like that too. I wonder how Mr. Carpenter is ever going to be 
able to get out of the woods? 

Go ahead, Mr. Mountain. 

Mr. Mountain. Are you called upon by the Department to submit, 
as well as this budget estimate, a financial plan for the year’s 
expenditures / 

Mr. SmirnH. Oh, yes. 

Mr. Mountatn. Have you submitted one for fiseal 1956? 

Mr. Smiru. Yes, this is it here. 

Mr. Mounvatn. This is the same thing we have been talking about. 

Mr. Smrrn. They call it the financial plan for fiscal 1956. The post 
operating expenses. 

Mr. Harpy. That’s not the same thing as a budget estimate, is it? 

Mr. Suir. Oh, yes, as it relates to post expenses. 

Mr. Mounrarn. Isn’t there a difference between what you estimate 
you will need and how you spend what you will actually get, in terms 
of a reduced appropriation, perhaps? 

Mr. Smiru. Oh, yes, perhaps so. 

Mr. MounvTarn. ent your budget estimate a request for funds you 
will need, and a financial plan is an actual plan of spending funds 
you get? There is a difference between the two. 

Mr. Smirn. Yes, different allotments, but it’s all the same appro- 
priation. 

Mr. Knox. Let me see your plan, please / 

Mr. Smiru. This fiscal year has been split into two allotments. One 
is the administrative allotment and the other is the program direct 
administrative expenses. 

Mr. Harpy. What does the State Department call the thing that 
you ee Do they call it a financial plan, budget estimate, 
request, or allotment ? 

Mr. Serve. Financial plan for fiseal year 1956, they call it. 

Mr. Harpy. That’s what we have been talking about all the time. 

Mr. Smiru. Yes, sir, administrative support and financial plan 
funds. 

Mr. Harpy. Well, I don’t think that is quite the same as a budget 
estimate, but now we know what we are talking about. Go ahead. 

Mr. Mounrarn. Mr. Smith, did the Department in fiscal year 1955 
call upon this post to turn back any funds? 

Mr. Smrrx. Oh, yes. 

Mr. Mounrarn. Tell us the circumstances of that and what you did 
about it. 

Mr. Smirn. Along toward the end of last May—1955, as I recall, 
before the end of the fiscal year, the Department asked us to make a 
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survey of our funds and our needs through the end of the fiscal year 
and to report back the amount that we could release from our post 
operating fund. 

That we did, and we released, I think it was about $5,000. 

Mr. Harpy. Was that more or less than they asked you to find ? 

Mr. Smiru. They didn’t ask for a specific amount. They asked us 
to make a review and report how much we could release. 

Mr. Meaper. What percentage is that of your total budget ? 

Mr. Smiru. That is about 4 percent. 

Mr. Meaper. In other words, your budget runs a hundred thousand 
dollars a year ? 

Mr. Sairu. A little over a hundred thousand. 

Mr. Mountarn. Where did you get this money from, Mr. Smith? 
What part of your financial plan did you have to revise to get this 
money ¢ 

Mr. Suiru. It was the whole post operating expense. 

Mr. Harpy. How much off each thing? 

Mr. Smirn. Some from telegrams, some from newspapers, and some 
from American allowances, and some from—I think there was a little 
in local salaries, not very much. 

Mr. Mounratn. Did you have to cut off anybody to do it? 

Mr. Smiru. Not in 1955; no, sir. The was mainly due to the rate 
of exchange. Otherwise we might have had to ask for more money. 

Mr. Meaper. Is this hundred thousand dollars all it costs to run the 
Embassy ¢ 

Mr. Smiru. No; that’s just just the post operating expense allot- 
ments. 

Mr. Meaper. Well, what does it cost to run the Embassy? 

Mr. Smirn. Well, that’s another item, a very large item; roughly 
about—I can’t say for just the Embassy because it’s the whole of Chile. 
The consulates at Valparaiso and all Antofagasta too. 

oe Meaper. What is the total figure for Foreign Service opera- 
tions ¢ 

Mr. Smiru. At this post it is roughly about four hundred—between 
four hundred and fifty and four hundred and ninety thousand dollars 
a year, I think. 

Mr. Meraper. That includes this hundred thousand we have been 
talking about? 

Mr. Smiru. Yes, sir. But this hundred thousand is only for post 
expenses. Now the salaries of American personnel come out of 
Washington allotment; for all the Americans. That is paid here 
from an open Washington allotment. 

Mr. Meaprer. They didn’t ask you to make any cut in that part? 

Mr. Sourru. No. 

Mr. Meaprr. But this hundred thousand is turned over to you to 
spend locally ; is that right ? 

Mr. Situ. Yes, sir. 

Mr. Mounrarn. Will you clarify for the record what you mean 
by American allowances ? 

Mr. Smiru. American allowances includes three different pay- 
ments, rent of living quarters, post allowances, and differential; 
hardship differential. We have one post in Chile which is a hardship 
differential. That is Antofagasta. Formerly it was 15 percent; that 
is for the officer at that post, American officer, received 15 percent of 
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his salary. That was reduced in 1954 to 10 percent and is still 10 
percent. That is a one-man post. 

Mr. Meaper. Can you reduce these differentials here? 

Mr. Soiru. No, that is determined on a worldwide basis in Wash- 
ington. 

Mr. Harpy. Who failed to get the normal allowances when you 
pulled some of that back in or der to get this $5,000? 

Mr. Smrru. Well, no one. 

Mr. Harpy. You had more in there than you needed ? 

Mr. Smiru. We had more than we needed because of the rate of 
exchange. 

Mr. Harpy. How were you able to take some off telegrams? 

Mr. SMIra. Because of the rate of exchange. 

Mr. Harpy. It wasn’t because of any improvement in the efficiency 
of operations in andthe less telegrams then? 

Mr. Smirn. Not exactly, although we have been holding them 
down to the very minimum. 

Mr. Harpy. Do you get your appropriation based on the official 
rate of exchange? 

Mr. Smirn. Dollar appropriation ? 

Mr. Harpy. This hundred thousand dollars that you got. When 
that was allocated was it based on the official rate of exchange ? 

Mr. Smirn. Yes. 

Ambassador Brautac. No, no. 

Mr. Harpy. You should have been able to find more money than 
that. 

Mr. Smrrn. Correction. Our allocation was based on our estimates. 
Our estimates here were worked out on an average, general average 
for the previous 6 months, which came out at 550 per dollar. Now 
during the year, the whole fiscal year, the exchange rate varied under 
that and over it but most of the time over it, and ‘that is the basis for 
the savings. This estimate that was sent in on April 28. 

Mr. Harpy. Boy, you would have been in a mess if that rate had 
gone down. 

Mr. Smirn. Oh, yes. And now in September 

Mr. Harpy. You would have had to ask USIS for some help. 

Mr. Smirn. I guess so. We'd have to go back to Washington with 
a request for more funds. 

In September the exchange rate dipped to 575 at one time. We 
began to get shaky. 

Mr. Harpy. That’s still above your average you estimated on. 

Mr. Situ. Yes, it could go down again. 

Mr. Mountarn. Mr. Smith, your total operating expenses were in 
the neighborhood of $100,000 ? 

Mr. Smirn. Yes, sir. 

Mr. Mountatn. Based on an exchange rate of 550? 

Mr. Smirn. That is the estimate. 

Mr. Mountarn. At the end of fiscal 1955, what was the exchange 
rate ? 

Mr. Sorrn. Fiscal 1955—I think it was about—I think it was 
around 600. 

Mr. Mountain. This would be about 10-percent depreciation in the 
value? 

Mr. Smirn. About that, yes. 
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Mr. Mountain. And you were able to save on this basis only about 
3 percent of the funds ? 

Mr. Smirn. About 4 percent of the total allotment for the whole 
fiscal year. 

Mr. Mounvain. Can we infer there must have been some expendi- 
tures over and above your planned expenditures which account for the 
difference ? 

Mr. Smirn. Yes, at some time during the year it was far below that 
550, you see. 

Mr. Movunvatn. So there was a compensating loss of exchange? 

Mr. Smiru. Oh, yes; dips and curves all along the line. 

Mr. Stuperstern. Last September it dropped as low as 257, after 
having been well above 300 a month or 2 before. September 1954. 

Mr. Mountain. Mr. Smith, are you involved in the negotiations the 
Embassy has to carry out with wages for local employees ? 

Mr. Smiru. Yes, Mr. Robinson and I. He is the man who does the 
main job. I give him help. 

Mr. Mountatn. Mr. Robinson, in this serious inflationary situation, 
which seems to be the case in Chile, how is the Embassy affected in the 
wages it has to pay to the local employee ? 

Mr. Roptnson. It’s one of the most serious administrative prob- 
lems that we have. In the last year and a half wages have been 
adjusted 3 times at the Embassy, and I think 3 times ‘at each of the 
consulates. 

Mr. Suiru. Three times at Antofagasta and twice at Valpo. 

Mr. Rostnson. The inflation here is so rapid that by the time we 
would make a survey and find the money for it, the wage scale is 
obsolete. It has been almost 6 months since we adjusted salaries and 
a few preliminary inquiries we have made indicate we have to adjust 
them again in the near future. 

Mr. Mountain. Is that initiated here, locally ? 

Mr. Rosrnson. Here, locally. Iam responsible, and as soon as wages 
get out of line I have to make a survey and make a schedule. rll 
make a new schedule, get approval for that, and put it into effect. 

Mr. Mountatn. Where do you get the approval from, Mr. Robinson ? 

Mr. Rostnson. If we have the money we can approve it locally. 

Mr. Mountarn. What if you don’t have the money ? 

Mr. Ropinson. If we don’t have the money, it has to be approved 
in Washington. 

Mr. Mounrary. If you have enough, it means Ambassador Beaulac- 
has the authority to make the necessary adjustments ? 

Mr. Roprnson. Yes. 

Mr. Mounrarn. Have you had sufficient operating funds at this 
post. to make these adjustments, within Ambassador Beaulac’s author- 
ity ? 

Mr. Rorinson. We did it the last time, although we delayed putting 
it into effect for about a month so that we would have enough funds 
to put it into effect. 

Mr. Mountain. Have you had any delay in negotiating these agree- 
ments or getting approval of them in Washington ? 

Mr. Rostnson. The Department asked us to hold this last one up 
until they reviewed it and approved it. As I recall that took about 3 
weeks. 

Mr. Harpy. When was that? 
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Mr. Rosinson. Last April—April 25. 

Mr. Mounta1n. Is that presently adequate or do you have an addi 
tional survey underway ¢ 

Mr. Rositnson. Not yet, but soon. 

Mr. Harpy. When was that adjustment put into effect / 

Mr. Rosrnson. April 25; and we already need another, we think. 

Mr. Mountain. How long does it take to make such a survey / 

Mr. Rosinson. I started on the last one in the middle of January. 
It wasn’t completed until the first of April. 

Mr. Mounrain. About 4 or 5 months is involved / 

Mr. Ropinson. Yes, but a lot of that delay was waiting for an ad 
justment of local wages. First we waited for a Government decree to 
decree the minimum wage. After that, local companies made adjust- 
ments and they were delayed abouta month. After they had adjusted, 
we made a survey with the companies, compiled the data, and put it 
into effect. 

But it isa long involved process. 

Mr. Knox. Mr. Chairman; I'd like to pursue this question of your 
worksheet, Mr. Smith. 

Mr. SmirH. Yes. 

Mr. Knox. Apparently your request was much higher than what 
has been allocated / 

Mr. Smitu. Oh, we haven't received the allocation vet. 

Mr. Knox. Where did you derive the figures from / 

Mr. Situ. That is our estimate. 

Mr. Knox. You request it, and then you have the obligations ? 

Mr. SmirnH. Those are the obligations from the last fiscal year, on 
the left-hand column there. 

Mr. Knox. Then this is not a true picture of your operations for this 
fiscal year ¢ 

Mr. Smiru. No, this is just our estimated requirements for fiscal 
1956. 

Mr. Knox. What I was trying to determine is whether or not these 
obligations were determined by the appropriation that. the Congress 
mi ade, but they are not. 

Mr. Sir. No, sir. 

Mr. Knox. These are meaningless as far as this year is concerned ? 

Mr. Smirn. Not exactly, because we are following pretty well along 
those lines. 

Mr. Knox. You have a request here that is much greater, in many 
cases, than what the obligations have been. 

Mr.Siru. Yes, that isa little confusing to you, I expect. 

There has been a basic change in the method of alloc: ating funds 
during fiscal year 1956. 

Mr. Harpy. Did you request more than you had obligated last 
year ¢ 

Mr. Smiru. Very little. 

Mr. Harpy. Then Mr. Knox was ena the figures? 

Mr. Situ. We obligated $63,693. This is the allotment for 
shared administrative a and it was $63,691. Against that we 
requested for this fiscal year, $62,009. It is an odd figure, but that’ s 
the way it worked out. The) reason the request is less than last year’s 
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obligations is because some things were taken out of this allotment 
and placed in another allotment. 

Mr. Harpy. Did that serve to increase the other allotments? 

Mr. Smirn. Yes, sir. 

Mr. Harpy. How much did you take out of this allotment? 

Mr. Smiru. I'd have to work that up. 

Mr. Harpy. I'll bet I can go into it right quick. 

Mr. Knox. In many instance es, you show that you have a higher 
request than what was obligated a year ago, and in a great many cases 
you show your request is less than what you obligated a year ago. 

Mr. Smiru. Yes, that is true. I couldn't tell you the exact. basis 
for that at the moment, but, for instance, quarters allowances is one 
item. Living quarters for "the American personnel. The cost of 
renting living quarters here has increased considerably in the last 
fiscal year because Chilean landlords will not enter into a peso con- 
tract. Ninety percent of them are demanding dollar contracts, so 
we have to pay more now than before. That’s the reason for an 
increase in that one item there. 

Then, on the basis of that increase in the rental of living quarters, 
the post classification for this country was raised from “class 3. to 
class 4. That meant that in order to cover the allowances due 
American personnel, we had to have a little more money in that 
particular item. : 

Mr. Harpy. If I might explore this sheet with you a little bit on 
the subject of allowances; you show a $3,000 increase in your request 
as compared to your previous year’s obligations. 

Mr. Smrru. Yes. 

Mr. Harpy. That’s what you were just talking about? 

Mr. Smiru. Yes. 

Mr. Harpy. On communications you show a $7,000 reduction. 
What did you do with that $7,000? 

Mr. Smiru. We took that $7,000—is that 5108 you are looking at— 
up at the top? 

Mr. Harpy. That’s right. 

Mr. Smiru. Well, that was because of the change in the setup for 
recording and reporting thee expenses. Most of ‘those expenses fall 
under what is known as the program direct administrative expense 
allotment. 

Mr. Harpy. You just transferred $7,000 to some other allotment? 

Mr. Situ. Yes. 

Mr. Harpy. In your local employees’ salary, you have a $5,000 in- 
crease in there, almost $6,000—$5,600. 

Mr. Surrn. Yes. 

Mr. Harpy, That was because of salary adjustments, I take it? 

Mr. Smiru. That and periodic step increases. 

Mr. Harpy. You have a reduction of $5,000 in building operating 
expenses. 

Mr. Smiru. Some of that was transferred to another allotment. 

Mr. Harpy. You didn: t get any reduction in the cost of operating 
your building, did you? 

Mr. Smirn. No, sir. 

Mr. Harpy. So it must have all been transferred ? 

Mr. Smiru. Part of it; yes. 
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Mr. Harpy. What happened to the rest of it? Did you have any 
reduction in the cost of operating your building? 

Mr. SmirH. No, sir. 

Mr. Harpy. If you didn’t have any reduction in the $2,000 differ- 
ential, your estimate is nearly $2,000 less than your previous year's 
expenditure. 

Mr. Smiru. Oh, yes; that was because the rent of the MA AG office 
goes into the shared administrative expense allotment now. 

Mr. Harpy. So all of that differential was transferred somewhere 
else ? 

Mr. Smirn. That’s right. 

Mr. Harpy. You have a $500 reduction in automotive expenses ? 

Mr. Smrrn. That is because part of the automotive operating 
expenses had to be taken care of under another allotment. 

Mr. Harpy. So actually there is not a reduction in the costs, it is 
transferred to another allotment. 

Mr. Smiru. That was transferred somewhere else. 

Mr. Harpy. So the only net effect, if we are talking about total cost, 
is an increase reflected in this budget. Every place you have an 
increase in here represents an increase in cost 

Mr. Smrru. Yes, sir. 

Mr. Harpy. And where you have a decrease, it is simply a transfer / 

Mr. Smiru. Yes, sir. 

Mr. Harpy. The reason I am exploring this is just one. The costs 
of performing the functions as this showed in this budget have not 
been reduced at all. 

Mr. Smitrn. That’s right. 

Mr. Harpy. The fact of the matter is there is a substantial increase. 

Mr. Smiru. Not very substantial. 

Mr. Harpy. There is $7,000 in one spot and $5,000 in your salary 
account. 

Mr. Smiru. Yes, sir. 

Mr. Harpy. So percentagewise, based on a $63,000 budget, it’s a 
pretty high percentage. 

Mr. Smiru. Well, that includes the cost of the local salary adminis- 
tration. That’s one of the biggest items. 

Mr. Harpy. You understand I am not talking about the reasons; I 
am talking about the facts. 

Mr. Smirn. That’s right. 

Mr. Harpy. So that if the Department in Washington used your 
last year’s figures as a basis for determining what you are going to 
need this year, they are considerably out of line. 

Mr. Smiru. Well, if they took the end total, they wouldn’t be so 
far off. When they get all the end totals in and start rationing it out 
to each post, they consider these figures that we submit from the post. 

Mr. Harpy. But they don’t get any figures from the post until after 
the money has been appropriated. 

Mr. Smrru. No, this was in Washington before the money was 
allotted. 

Mr. Harpy. I’ll gamble with you that the hearing had been held in 
the committee before that information reached Washington. 

Mr. Smrrx. That I don’t know about. 

Mr. Harpy. Of course you don’t. 
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(The following statement was submitted later by Ambassador Beau- 
lac to go into the record at this point.) 

Ambassador Beau.ac. I should like to emphasize at this point what is apparent 
from the record and that is that the tendency for Embassy costs to increase 
during the period under discussion is attributable to two causes: 

First, to the increases in the cost of certain items such as rent, which are of 
course beyond the Embassy’s control, and second to the fact that during the 
period the Embassy progressed from a condition of 75 percent net on board to 
90 percent net on board. 

During this period of 75 percent net on board the Embassy not only lacked a 
labor attaché, as I have already pointed out, but it also lacked an agricultural 
attaché and an administrative officer, as well as several American clerks. In 
other words, the 25 percent absenteeism during this period was due nearly 
entirely to understaffing. During this period, too, the Embassy lacked a political 
officer. The minerals officer performed the duties of political officer. Even today 
the political section of the Embassy is no larger than it was 30 years ago before 
we had the United Nations, before we had a cold war, and before the United 
States had assumed the responsibilities of leadership in a confused and perilous 
world situation. 

I welcome the care with which this committee has gone into the budgeting 
process of this Embassy. The cost of conducting the Embassy is a minor item 
in the total of United States expenditures in Chile, but I have insisted, as it has 
been my obligation, that there be no padding of estimates and that the staff 
of the Embassy be kept to a minimum consistent with the responsibility not 
only of conducting traditional diplomacy in Chile but of giving leadership and 
guidance to our entire governmental effort in Chile as it is charged with doing. 

Mr. Mountarn. Mr. Smith, are you involved in the negotiation of 
reimbursement agreements with the other agencies who are supported 
out of the total administrative fund at this post / 

Mr. Soiru. It is chiefly Mr. Robinson. He and I work out the 
details and he proceeds with the actual negotiations. 

Mr. Mounrtatn. I believe your position is one of being within Mr. 
Robinson’s section; is that correct ? 

Mr. Smirn. That is right. 

Mr. Mountain. And in this part of his responsibility you do most 
of the work except for the negotiations? 

Mr. Smiru. Yes. 

Mr. Mountain. Can you tell us what agencies are supported out 
of this post joint administrative fund and what percentage of each ? 
Mr. Smiru. It’s principally USIA. 

Mr. Mounrain. Please give us the percentage, the total adminis- 
‘ative fund and the percentage that each supplies to it? 

Mr. Smiru. Well that is worked out on an administrative support 
percentage distribution. That is to say, the total cost to the State 
Department for the administrative section of the Embassy. Now 
those administrative costs are split up between the State basic pro- 
gram, USIA, FOA, MAAG, and other agencies. 

Mr. Harpy. The only thing we are interested in is how much to 
each one. 

Mr. Smiru. In dollars or percentage ? 

Mr. Harpy. Both. 

Mr. Smiru. Well the percentage of the administrative support 
salaries for USIA was 26.8 pes 

Mr. Harpy. How many dollars? 

Mr. Soiru. That, dollarwise, was $19,042. For FOA, now ICA, 
10.5 percent, $7,465. For MAAG it was 10.6 percent, $7,506. And, 
well, those are the only ones that figure in the 01 administrative 
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support expenses. That is the American salaries, the cost of financing 
the administrative section of the Embassy. 

Mr. Mountain. Do you have any charges against military or agri- 
cultural attachés ? 

Mr. Somirn. At that time we didn’t have an agriculture attaché. 
He just arrived recently. The amount for Army, Navy, and Air 
attachés was very little. Only on other object expenses, not personnel 
costs. 

Mr. Harpy. What other support expenses for USIA, FOA, and 
MAAG did you have other than these figures that you have given us? 

Mr. Sarrn. This is it, what is known as the other “OB” expenses; 
that is the expenses for maintaining the building, electric light, tele- 
phones, and so forth. 

Mr. Harpy. That isa separate allotment ? 

Mr. Smiru. Yes. 

Mr. Harpy. We'll have to have those, too. 

Mr. Smirn. That is the category under which the service attachés 
would also be listed. 

Mr. Harpy. Let’s have those also, please, sir; all of them. 

Mr. Mounrarn. Just to complete the one we have, what is the 
State basic program figure ? 

Mr. Suiru. That is 52.1 percent, highest of all of course, $37,039. 
“Other objects” is rather involved because we have the State direct 
expenses and State basic expenses. The State direct expenses for 
“Other objects” was $5,795. The State direct expenses were $21,467. 

Mr. Harpy. You gave us “direct” both times, I believe. 

Mr. Smiru. State direct and State basic. 

Mr. Harpy. Which is which ? 

Mr. Smirn. State basic is $21,000, yes, that includes local salaries 
and the Marine guards and the American allowances. 

Mr. Harpy. All right, go ahead. 

Mr. Smirn. USIA on “Other objects” was $4,882. 

Mr. Mountain. Do you have percentage figures on these also? 

Mr. SmirH. No, these are not worked on a percentage basis. FOA 
came in for very little on the “Other objects.” We only charged them, 
or agreed to charge them, for one item, $410 for FOA. Would you 
like to have the objec t? 

Mr. Harpy. No, we are just interested in the money. 

Mr. Smirn. Next is MAAG. We give full administrative support 
to MAAG all along the line. “Other objects” for MAAG total $4,809. 

Mr. Harpy. Allright. The Ambassador says we have to make a call. 

(Discussion off the record.) 

Mr. Mountain. Mr. Robinson, who is the agricultural attaché ? 

Mr. Roprnson. Mr. Samuel Work. 

Mr. Mountary. Mr. Work, will you state your name, and exaet 
title for the record ? 

Mr. Work. My name is Samuel H. Work, agricultural attaché at 
the Embassy. 

Mr. Mountain. How long have you been assigned to this post ? 

Mr. Worx. [arrived June 23, 1955. 

Mr. Mountain. In the course of your duties do you have to admin- 
ister Public Law 480? 
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Mr. Work. In conjunction with other folks at the Embassy. We 
have a team here the same as the Interagency Surplus Commodity 
Group in Washington. 

Mr. Mounrarn. Who chairs that committee here ? 

Mr. Work. I guess we haven’t had any chairman. Between all of 
us we have all worked together, with the leadership depending on a 
particular situation. On negotiations it has been folks in the Eco- 
nomic Section. 

Mr. Mountarn. Could you give us the membership of that com- 
mittee in this post by name and title? 

Mr. Worx. Mr. Silberstein is the one who has had most experi- 
ence with Public Law 480 at the Embassy. He has—we have worked 
together since Mr. Rosenson arrived as head of the Economic Section, 
and Mr. Patterson of the ICA group. I think that is about all. 

Mr. Mounrarn. Do you have a Treasury attaché at this post, Mr. 
Work? 

Mr. Worx. Mr. Smith is disbursing officer but Treasury, no. 

Mr. Mountatnn. What is your role in connection with adminis- 
tering Public Law 480, your specific role? 

Mr. Work. The chief role I was sent down here to do is to try to 
move surplus products within the policy of the Ambassador in the 
country, and as such I try to acquaint the trade with availability and 
prices, and have tried to get them interested. 

Mr. Mountarn. Is there a master agreement under which this pro- 
gram is being carried out ? 

Mr. Work. There is the first convention which was signed on Jan- 
uary 25 

Mr. SmBersTEIN. January 27, 1955. 

Mr. Work. And that covered the wheat and oil, some $5 million, 
including freight. That was handled entirely—with the lack of an 
agricultural attaché, it was handled by Mr. Silberstein and Mr. 
Courand, who is now in Washington. He was former head of the 
Economic Section. Mr. Rosenson is now in his position. 

Mr. Mountain. Who would be the more familiar with where that 
pregram now stands, as regards effectiveness ? 

Mr. Work. We can both answer that. The oil is all here. The 
wheat is arriving. 

Mr. Mountain. How much money is involved in the oil shipment ? 

Mr. Sireerstern. About 7,400 tons, it is roughly $2,600,000, if you 
include the value of the oil and the value of the ocean freight, 
which we are financing. 

Mr. Mountatn. Does the local government establish a deposit of 
local currency in the amount of the value of the shipment ? 

Mr. Work. I think Mr. Silberstein can answer that question better, 
because that has been a big problem the Embassy has been negotiating 
on, whether the rate was 200 or 300. 

Mr. Mounrvarn. Let's ask Mr. Silberstein. How much of the value 
of the oil shipment has been placed in local currency by the Chilean 
authorities ? 

Mr. Srisersrern. The oil was shipped in 4 or 5 shipments. As the 
sihpments arrive and as the importer tries to take it out of the customs, 
the importer must deposit to the account of the United States Disburs- 
ing Office in the Central Bank of Chile the value in pesos. We have 
had a complication here because of the nature of the Chilean exchange 
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system. They have varying exchange rates applicable to varying 
products. Our agreement says we are supposed to get paid at the 
rate most generally applicable to imports at the time which the dollars 
were paid in the States to the exporter. We have had a problem in 
Chile of interpreting what is the rate most generally applicable to 
imports, so that although by now all 5 of the vegetable oil shipments 
are in the country, we have received definitive payments on only 1 ship- 
ment and provisional payment on only 2 more. On the last two ship- 
ments we have not received payment yet. 

However, that is an issue which is being cleared up and within the 
next week or so we will probably have received the entire value of the 
vegetable oil. 

Mr. Mounratn. So that within the next week or so it is your hope 
that you will have the peso equivalent ? 

Mr. Siveerstein. The equivalent of $2,600,000, roughly. That is 
only the cottonseed oil. In addition we have sold them $2,400,000 
worth of wheat, and that includes that part of the freight we finance. 

On the wheat the same issue has arisen and so far we have only 
received provisional payment on one shipment. By now I think 
almost all the wheat is in the country. The last shipment has probably 
arrived already or is about to arrive. So we can say that within the 
next couple of week we'll have in the bank the equivalent of roughly 
$5 million in pesos. 

Mr. Mounratrn. Is there any obstacle to the use of these local cur- 
rency funds by the United States? 

Mr. Srzperstetn. Well, we have an agreement which specifies that 
of that $5 million, $4 million—that is, $4 million worth of pesos—we 
will loan to the Chilean Government for three economic development 
projects which they will ultimately repay us over a period of 10 years 
in dollars or strategic materials. So that you can say, in effect, what 
we have given them is a 10-year credit. We loan them the pesos and 
they ultimately repay us merchandise or dollars. 

Now the remaining $1 million worth of pesos; according to the 
agreement we have, we have earmarked $300,000 worth for a Fulbright 
program, exchange of educational personnel program; $200,000 for 
agricultural market development, and $500,000—all these figures are 
so many dollars worth of pesos—$500,000 for United States obligations 
in Chile. 

Mr. Mounratn. Are you free to spend those $500,000 worth of 
pesos for any United States expenses in Chile, as far as the Chilean 
Government is concerned ? 

Mr. Surpersrern. Yes. There is nothing in the agreement which 
would pin us down to spending them in any special way. That is really 
the spirit of the way we negotiate this. 

Mr. Mounrtarn. I believe, Mr. Smith, we understood you to say a 
little earlier that some of the savings you made came out of these funds. 

Mr. Smiru. No, that fund did not exist at that time. 

Mr. Mountain. How long has this fund been in existence, Mr. 
Smith ? 

Mr. Smiru. The first deposit was made around the first week in 
August. 

Mr. Mountarn. And no United States expenses have been defrayed 
out of this fund as yet ? 

Mr. SripBerste1n. No, sir. 
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(Discussion off the record.) 

Mr. Harkness. Under the Fulbright program we cannot spend 
any money on that until we have received approval of our program 
from the Department of State, but that will be coming through 
fairly soon. 

Mr. Sriperstern. We have budgeted a program which will let us 
spend a hundred thousand dollars worth of pesos. 

Mr. Harkness. The agreement authorizes us to spend $300,000. 
How much the Department will permit us to spend in the first year, 
we are still working out. 

Mr. Mounrarn. Then any effort on your part to stay within the 
intent of that agreement on the expenditures of local funds for United 
States uses would really require you to have an additional program 

requiring such funds, is that right? 

Mr. Sizperste1n. That’s the spirit, we feel, in which we negotiated 
the agreement. 

Mr. Mounrarn. Then if you are to follow the intent and spirit, you 
are going to have to first get an appropriation from the Congress 
in dollars for a new program and then use local currency, is this 
correct ¢ 

Mr. Streerstern. What has not been clear, at least to us in the 
Embassy, is whether to expend these pesos you need, as you say, a 
new appropriation, or whether Public Law 480 creates an appropria- 
tion. I believe I can say we have never been quite sure down here just 
what is needed to activate those pesos. 

Mr. Mountain. What steps have you taken to get that point 
clarified ? 

Mr. Sriperstern. We have written to Washington; we have made 
suggestions as to what might be done with those pesos. Mr. Hark- 
ness looked into this with his people when he was home—in USIA. 

Mr. Harkness. I myself think that the part I was particularly 
concerned about in Washington were pesos accruing in the Inter- 
national Media Guarantee Program, a separate program. To solve 
how pesos under this program might be spent I believe there is a 
committee in Washington representing the Information Agency, De- 
partment of State, and the Bureau of the Budget, to look into the 
uses of these funds, but my talks in Washington were not in connection 
with the 480 program. 

Mr. Stveerstern. At any event you see it’s a lot more than our 
annual operating expenses in any one year, from the figures Mr Smith 
gave you before. 

Mr. Work. I have been directed to draw up some initial projects on 
this market development work. There have been some discussions 
with local people in dairy, tobacco, and cotton. Those have not 
crystallized as yet. We want to get the industry opinions—their 
thinking—as to some of the oe “they feel need to be done to ex- 
ploit the sale of those products. I don’t know exactly what the fiscal 
procedure will be in Washington once I send these exploratory projects 
up. There is a fairly well- organized procedure in the Department of 
Agriculture for an agriculture service of how these projects shall 
operate; but again I don’t know whether it will take a specific act 
of Congress to use them or not. I am just trying to set up these 
projects and let them worry about that. 
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As Mr. Silberstein has said, there is $200,000 of the first agreement 
which is available for this market development. 

Now it is my understanding that the Department of Agriculture 
doesn’t plan to spend more than—for instance, in anyone given field— 
plan to spend more than half of a sum of money that might be used 
in trying to sell more cotton, for instance. They want the cotton 
people here to put in some money too. 

At least that is what is going on in Italy and I assume it will be 
a somewhat similar setup here. I don’t know whether it will take all 
of this money or not. ‘The next project coming up there will be an 
even larger sum. 

Mr. Harpy. Thank you, Mr. Work. 

Mr. Silberstein, is there an escape clause in your Public Law 480 
contract with the Chilean Government in terms of adjusting the value 
of the pesos at the time you want to spend them ? 

Mr. SipersTein. It is not an escape clause, it is an exchange rate 
guaranty clause. 

Mr. Harpy. Does this operate so that if inflation continues in this 
country there will not be a loss to the United States ? 

Mr. SiperstEIN. That’s right. We are are protected up until the 
time we get ready to spend the money. On this million dollars we 
receive payment at the rate most applicable to imports at the time 
we receive payment. The money is deposited in a special account in 
the Central Bank. When we are ready to disburse that money, or 
any part of it, we notify the Chilean Government we plan to with- 
draw the equivalent in pesos of “X” number of dollars. We with- 
draw that at the rate most generally applicable to imports at the time 
we take out the money. Just to give an example, if at the time we 
receive payment on the first shipment of vegetable oil the rate most 
generally applicable to imports is 203 pesos per dollar, by now that 
rate we consider is 303 pesos per dollar. When we withdraw money, 
or were we to withdraw money today, we would have to work out a 
weighted average of the exchange rate within our account, and the 
Chilean Government would have to make up the difference. 

Mr. Harpy. In other words, you would expand at the current value 
of the peso? 

Mr. Srzeerstern. The import rate. In other words, you can say 
as long as the money is in the special account in the Central Bank we 
in effect have a dollar account denominated in pesos. 

Mr. Mountarn. Therefore, any delays in getting any of these pro- 
grams under way or spending these pesos will not redound to the dis- 
advantage of the United States? 

Mr. Stiperstetn. Not necessarily. It is possible that it could in a 
minor way, and that is this: The adjustment in the import rate which 
is made by the Chilean Government over the years generally lags 
behind the free rate, which can be taken to be some indication of the 
rate of inflation. That adjustment tends to run a little slower than 
that which can be considered to be the true depreciation of the peso. 
Sometimes it is possible the adjustment could run ahead of the depre- 
ciation but in general we can say we are protected as long as the money 
stays in the bank against the full effects of the inflation. 

Mr. Mountain. You don’t think it has any value in sterilizing the 
amount of their money supply, as an anti-inflationary measure? 
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Mr. Superstern. No; it’s not enough. It’s only $1 million worth 
of pesos. 

Mr. Mountarn. Do you have a figure on the total money supply of 
the country ? 

Mr. Srzserstern. Not a recent figure. I would expect it’s some- 
where on the order of 115 billion pesos. 

Mr. Mountarn. Translated into terms of dollars, it would be what? 

Mr. Sitperstern. At the current most general import rate, which 
is 803 pesos per dollar, it would be about $400 million, roughly. 

Mr. Harkness. On the other hand the IMG rate does constitute a 
loss. IMG pesos staying too long because that rate is fixed in a differ- 
ent way. 

Mr. Mounratn. How much money is involved in the IMG program ¢ 

Mr. Harkness. We estimate about $500,000 for the period May 1955, 
to July 1956. 

Mr. Mountatn. How much of that money in pesos is currently in 
hand ? 

Mr. Harkness. We have collected about 15 million pesos. 

Mr. Mountain. And the dollar equivalent ? 

Mr. Harkness. The dollar equivalent—the first 10 million pesos 
we receive at the rate of 203 pesos per dollar, and I think the next 
approximately 5 million pesos so far at the rate of 303 pesos per dollar. 

Mr. Mountain. Is there an arrangement in this program for adjust- 
ing the value of a peso when the time comes for expenditure ? 

Mr. Harkness. No, there is not. 

Mr. Mountatn. Why not? 

Mr. Harkness. It’s a different type of program in which the Chilean 
Government does not enter. In simple terms, the program is this: 
The United States Government pays out to the exporter in the United 
States of informational material the dollar value of his shipment, and 
accepts at this end the value in pesos. 

Mr. Mountarn. What can these pesos be used for ? 

Mr. SiiperstTern. Well, according to the agreement we have with 
the Chilean Government they can be used for administrative expenses, 
informational programs, educational exchange programs. It is pretty 
broad what they could be used for. 

The authorization for this so-called IMG, or the Informational 
Media Guaranty Program, I believe, started in the 1948 ECA appro- 
priation ; at which time they included a global authorization to expend 
$10 million a year worldwide on this sort of program. The program is 
designed for a specific circumstance, that is this: where you have coun- 
tries which are undergoing balance-of-payments problems, and get 
involved in restrictive exchange control programs, and which are very 
strict in the way they authorize dollars for imports, you very fre- 
quently find that from the importing country’s point of view, books 
and magazines and that sort of material have a very low priority. 
Sometimes they might practically cut off American books and maga- 
zines completely, so this program is designed to make it possible for 
our material, informational material, to enter a country which is not 
receiving this material purely because of the country’s exchange diff- 
culty. That’s the background. 

As I understand it, ever since 1948 the same $10 million annual 
appropriation has been included in the IMG appropriation. Chile, as 
you know, has been going through a severe economic difficulty and has 
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had great pressure on its balance of payment. Back in 1953 it became 
very noticeable that very few American books and newspapers were 
getting into the country, and it was decided that since that instrument 
existed we would see if we could negotiate an agreement with Chile. 

Originally, when that negotiation began, the Minister of Economy 
at the time was reluctant to accept the agreement because he felt 
that unless he could be sure of the way in which the pesos were used 
and the way in which the program is administered he might, in 
effect, merely be agreeing to our earmarking a portion of the normal 
free exchange market for our purposes; and he took the view that if 
we wanted to do that he could merely authorize importers to bring in 
books and magazines and by buying dollars in the free market they 
wouldn’t need any agreements, but he wasn’t about to do that. 

So early in the negotiations, to overcome that reluctance and be- 
cause we felt it was important and basic to our overall relations with 
Chile that American books and technical material, and all the ma- 
terial that makes up a normal cultural relation between two coun- 
tries, should be getting into Chile, we therefore started by assuring 
him that we would not be displacing normal dollar disbursement 
and would not be, in effect, earmarking a piece of the free market; 
and that any pesos we collected in that way would go for new programs. 

Mr. Mounrarn. Did I understand you to say earlier that there is 
no adjustment of the peso rate? 

Mr. SipersteIn. No, because we take the pesos that are deposited 
by the importer in the Bank of Chile. The exporter eventually pre- 
sents his documents to the Treasury of the United States and his 
draft or check, and the money is deposited in our account here and 
the exporter gets his dollars in the States. It’s a relationship purely 
between the United States of America and some United States 
exporter. 

No Chileans enter into it, therefore there is no one from home to 
request that exchange guaranty. 

Mr. Mounrarn. Then is it true that there is a penalty attached to 
not spending these pesos ? 

Mr. Harkness. Exactly. They are like a cake of ice sitting in 
the hot sun, just melting away from this inflation. 

Mr. Mounratn. But it is also true that this agreement exists with 
the Chilean Government to spend it only for new programs and you 
have got to go before the Congress to get an appropriation under 
section 1415 to authorize you to use these for any new programs? 

Mr. Harkness. My understanding is that if, for example, in our 
own program, USIS program in Chile, if we had a going rate, let’s 
say that our program in past years had been running approximately, 
for general operating expenses, $86,000. Next year our program 
budget runs, let’s say, as it does this year, approximately $114,000. 
My interpretation is that the difference between $86,000 and $114,000 
is an increase over our going rate and in that sense a new program, 
and that therefore from the point of view of the Chilean Govern- 
ment we would be justified in using that $28,000 out of these peso 
accruals, 

But I understand that to shake that money loose our agency in 
Washington must go to the Bureau of the Budget or Treasury and 
purchase those pesos with dolars already appropriated from Congress. 

(Discussion off the record.) 
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Mr. Mountain. Mr. Harkness, have you requested your agency’s 

approval to spend these pesos ¢ 
r. Harkness. We have submitted several suggestions and I’d 
be glad to submit copies of the correspondence for the record. 

Mr. Mountain. Would you do that, please? Do you know, at 
this point, how far back that correspondence extends ? 

Mr. Harkness. I would say somewhere around April of 1955, 

Mr. Mountatn. Has the inflationary situation 

Mr. Sriperste1n. That was prior to the time we actually got the 
first pesos. We got the first peso deposit in June. 

Mr. Mountain. Has the inflationary situation remained the same, 
or continued upward since June ? 

Mr. Harkness. It has been going up pretty much at an even rate 
this year, roughly 5 to 6 percent a month. 

Mr. Mountain. So that since June the United States, under the 
informational media guaranty program, has actually lost money 
because of its inability to expend them for local objects? 

Mr. Harkness. Has lost value ? 

Mr. Mounrarn. The money has depreciated in any event ? 

Mr. Harkness. Yes, sir. 

(Discussion off the record.) 

Mr. Mountatn. Mr. Harkness, would you submit for our record 
a summary of the activities of your agency in Chile? I believe the 
committee will not have time this afternon to go into it extensively, 
but if we have written information from you, it will suffice. 

Mr. Harkness. Yes. 

(The statement submitted by Mr. Harkness is as follows:) 


The objectives of USIS Chile are substantially those general objectives de- 
scribed earlier by the Ambassador. Among these, our efforts are specifically 
directed toward the discouraging of the Communist and demagogic practices 
of blaming the United States Government and United States companies for 
Chile’s ills; to explaining the benefits of the free enterprise system to any 
nation and to Chile by implication; and particularly to point out the beneficial 
role that foreign capital has played in the development of other nations in- 
cluding the United States itself. It is also our objective to demonstrate the 
community of interests between the American people and Chilean people. 

The last two objectives mentioned above are often served by the activities of 
point 4 and in that sense dramatizing these activities helps us attain our 
specifie objectives under the general objectives of the Embassy. For exampie, 
our radio program Toward a Better Chile demonstrates in a dramatized form 
the kind of benefits which the workingman and the farmer received from various 
point 4 programs such as health, agriculture, and housing. Often in our 
regular radio programs and newscasts we include items about point 4 which 
again dramatize our own objectives. In a similar way a pamphlet now being 
prepared on point 4 at the request of the Minister of Agriculture will be useful 
to us. 

For all of this kind of work, we have a full-time employee who works en- 
tirely on material devoted to point 4 projects. At the same time, a recently 
established program of 35 millimeter films to be utilized in the regular com- 
mercial newsreel circuits in Chile has titles devoted to safety, productivity, 
agriculture, and so forth, as they are developing in Chile under point 4 
assistance. 

By the same token, our regular 16 millimeter program, although directed in 
Chile in large part at labor audiences, does assist point 4 with a considerable 
number of films on health problems in areas where the technical assistance 
people are working in this field. 

We also assist the technical assistance program with English classes for 
potential technical grantees. For this we utilize our binational centers and have 
recently established one in Chillan which will help the increasing number of 
grantees from that area. 
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Our objectives are, of course, also approached through the regular media and 
by personal contacts with newspapers, radio, and educational leaders. Recently 
the United States signed a Fulbright agreement with Chile which is the first 
of its kind in this hemisphere. When this program gets under way, it will assist 
particularly in our economic objectives through closer regulations with the 
various universities here and will help us get in the important student organiza- 
tions which have in the past been traditionally infiltrated with Communist and 
pro-Communist thinking. 

Many of our programs are directly aimed at labor in an attempt to create a 
more favorable climate of opinion among labor groups toward private enterprise 
and to make them increasingly aware of the responsibilities that labor has under 
a private enterprise system. It will be noted that this is a part of the overall 
Embassy objective described earlier by the Ambassador and is related closely 
to the labor grantee program discussed earlier. Our activities in the labor field 
include 16-millimeter motion pictures for labor unions, book packets of Ameri- 
can books in Spanish translation presented to some sixty labor unions, a special 
radio soap opera type program about an American labor union family, special 
Mnglish classes sponsored by our binational centers for labor groups, and so 
forth. 

Mr. Mounrarn. Mr. Robinson, we have two brief matters we would 
like to discuss with you. One is ‘the impact on this post and its sub- 
ordinate posts of the Wriston program. Specifically, we would like 
to know how many FSS and FSR personnel you have had in Chile 
since the beginning of the Wriston program who have been eligible for 
integration ¢ 

Mr. Rogsrnson. Personnel presently in Chile, six. 

Mr. Mountain. How many of these are FSS ¢ 

Mr. Roprnson. All six. 

Mr. Mountarn. How many have been integrated ? 

Mr. Rosrnson. Three have been integr ated. 

Mr. Mountain. What is the status of the rem: ining three? 

Mr. Rogrnson. One has been turned down and the other two are 
still in the process. They have not received their final offer. 

Mr. Mountain. On what basis was the one FSS turned down? 

Mr. Rostnson. He was too old for class 6, and his salary was not 
high enough to place him in class 5. 

Mr. Mocnrary. What system do you use at this post to control the 
amount of telegraphic traffic you send out? 

Mr. Rozrnson. Every telegram that goes out from this post is re- 
viewed by the Deputy Chief of Mission. 

Mr. Mounratn. Who is that ? 

Mr. Ropinson. Mr. Sanders. 

Mr. Mountatrn. Do the originators of the various messages indicate 
on their message, as it goes to Mr. Sanders for clearance, the dead- 
line date by which it must be in the h: ands of the recipient 

Mr. Rogsinson. No. 

Mr. Mounratn. In your knowledge, does Mr. Sanders have ade- 
quate control over telegraphic traffic without such information ? 

Mr. Ropinson. I think so, because judging from experience, Mr. 

Sanders has usually had firsthand knowledge of the situation that 
inspired the telegram. 

Mr. Mountain. Does Mr. Sanders review these telegrams before 
they gO out ? 

Mr. Roprnson. Yes, sir. 

‘ Mr. Mountatn. It is not a matter of looking at the file a day or so 
ater ? 


Mr. Rogrnson. No, sir. 
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Mr. Mounrarn. Do you have a pouch control officer here? 
Mr. Rostnson. Yes. 

Mr. Mountain. Does he have any role in regard to telegraphic 
communications ? 

Mr. Rosrnson. No. 

Mr. Mountarn. So that the problem of determining whether a 
message should be sent by telegraph or by pouch has to be determined 
by Mr. Sanders, is that correct ? 

Mr. Rosrnson. It is first determined by the originating officer, and 
reviewed by Mr. Sanders. 

Mr. Mountarn. Are the pouch schedules furnished to all originat- 
ing officers of the post? 

r. Roprnson. Yes, sir. 

Mr. Mountarn. And it is their judgment as to whether a pouch 
message would be in time or not? 

Mr. Rostnson. Yes. 

Mr. Mountain. And then Mr. Sanders reviews telegraphic com- 
cunications from that standpoint as well? 

Mr. Rostnson. That is right. 

Mr. Mountarn. Have you any records to show how much telegraph 
volume you have had from this post, say in the past year? 

Mr. Rosrnson. Yes, I could provide that information, if you wish. 

Mr. Mountarn. Do you have any record you give to Mr. Sanders 
as to whether your volume is going up or down, month by month, or 
year by year? 

Mr. Rostnson. No. 

Mr. Mountain. So that the judgment Mr. Sanders makes is based 
not on the analysis of telegraphic volume generally, but on a message- 
by-message basis? 

Mr. Rostnson. That is correct. On the urgency of the message 
involved. Our volume fluctuates quite a bit, depending on the crises 
in the government. 

Mr. Mountain. So that an analysis over a period of months might 
be significant only of governmental situations here, and not of admin- 

istrative control of the use of the telegraph, is that your statement? 
Mr. Ropstnson. Yes, sir. 
Mr. Mountatn. Well, thank you very much, Mr. Robinson. 
Thank you, gentlemen. 
(Whereupon, at 5 p. m., the subcommittee adjourned. ) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Santiago, Chile. 

The subcommittee met at 12 noon, in the American Embassy, San- 
tiago, Chile, Representative Porter Hardy, Jr. (chairman of the 
subcommittee) presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Also present : Hon. Willard L. Beaulac, United States Ambassador 
to Chile; accompanied by Albion W. Patterson, Director, United 
States Operations Mission; William Sanders, Counselor of Embassy ; 
Robert Corrigan, first secretary of Embassy ; and John C. Fuess, labor 
attaché. 

Subcommittee staff members present : Maurice J. Mountain, subcom- 
mittee counsel; and Walton Woods, Staff Investigator. 

Mr. Mountarn. Mr. Chairman, I would like to call Mr. Fuess, the 
labor attaché as the next witness. 

Mr. Harpy. All right. 

Mr. Mountain. Mr. Fuess, would you please give your full name 
and title for the record? 


FURTHER STATEMENTS OF HON. WILLARD L. BEAULAC, UNITED 
STATES AMBASSADOR TO CHILE; ALBION W. PATTERSON, DIREC- 
TOR, UNITED STATES OPERATIONS MISSION ; WILLIAM SANDERS, 
COUNSELOR OF EMBASSY ; ROBERT CORRIGAN, FIRST SECRETARY 
OF EMBASSY; AND JOHN C. FUESS, LABOR ATTACHE 


Mr. Furss. My name is John Cushing Fuess. I am assigned to the 
Embassy as labor attaché and second secretary. 

Mr. Mounvatn. When did you report to this Embassy ? 

Mr. Furss. I reported on January 28, 1955. 

Mr. Mountarn. Will you tell us briefly what your role is in con- 
nection with the ICA Labor Trainee Program ? 

Mr. Fvess. I act primarily as adviser to the ICA in the selection of 
teams of labor visitors to be invited from Chile to visit the United 
States, 

Mr. Harpy. Is that your main function ? 

Mr. Fuess. Yes, sir. 

Mr. Harpy. Now, this advice involves what steps in connection with 
the program, on your part? 
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Mr. Fvess. First, it involves a determination of those areas of 
Chilean labor from which a selection of labor visitors would be best 
in our national interest. Secondly, it involves the selection of indi- 
vidual labor leaders from those areas for recommendation to Wash- 
ington for visitor grants. 

Mr. Harpy. And after you have selected them, what do you do? 

Mr. Furss. After I have selected the individuals, of course having 
first investigated them very carefully, I then submit an official recom- 
mendation to ICA here in Santiago, and that recommendation is offi- 
cially transmitted to ICA in Washington for consideration and final 
authorization. 

Mr. Harpy. When that final authorization is transmitted to you 
by ICA in Washington, what steps are then taken by the post ? 

Mr. Furss. When that authorization is received in ICA here, I am 
notified of the individual names and I then, on behalf of ICA, notify 
the individuals concerned of their selection and of the date of de- 

arture. The processing of their documentation is then carried on 
xy ICA here. I do assist further, in the sense of briefing the in- 
dividuals on labor conditions in the United States and other matters 
of importance that they ought to know prior to their departure. 

Mr. Harpy. Do we understand that in this procene ICA locally 
has no responsibility for recruiting these people ? 

Mr. Furss. I would say, rather, that the responsibility for recruit- 
ment is delegated to me by ICA. 

Mr. Harpy. For all practical purposes, you do the recruiting ? 

Mr. Furss. Yes. 

Mr. Harpy. Does ICA do more than supply the logistic support 
for the people you have recruited, and otherwise processed ? 

Mr. Furss. 1 would say that ICA certainly has the authority to 
reject any recommendations that I may make, but, so far, that has 
not occurred. 

Mr. Harpy. Can you give us a schedule of how that program has 
been set up, beginning with fiscal year 1953? We would like you to 
state how many were authorized, the funds involved, and the number 
of trainees sent by fiscal years. 

Mr. Fusss. In fiscal 1953, it is my understanding that ICA re- 
ceived an authorization for six labor visitors for a total amount of 
$18,000. These six visitors departed from Chile on January 10, 1953, 
and returned on April 9 of the same year. ICA received an authori- 
zation for an additional 40 visitors for fiscal 1954, at a total cost of 
$120,000. The selection of these visitors proceeded during calendar 
year 1954, and 33 out of the 40 departed from Chile during the months 
of September and October 1955. 

Mr. Harpy. During fiscal 1954 of the 40 authorized, none de- 
parted ¢ 

Mr. Fvess. That is correct. 

Mr. Harpy. Will you proceed with fiscal 1955, please. 

Mr. Furss. No authorization for the labor visitor program was 
received for 1955. 

Mr. Harpy. Any requested ? 

Mr. Fuess. I don’t think so. 

Mr. Harpy. And none of the 40 authorized in 1954 had departed 
in 1954, or departed in fiscal 1955 either ? 

Mr. Furss. No, sir. 
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Mr. Harpy. Wait, a minute. None of the 40 departed in fiscal 
1955. When did you say the 33 left? 

Mr. Fvuess. In September and October of this year. 

Mr. Harpy. That is fiscal 1956, so we are using 1954 allocations 
of funds to carry out a program in fiscal 1956. 

Mr. Fusss. The departure of the teams was during fiscal 1956, 
yes, sir. 

Mr. Mountain. What does your schedule show for fiscal 1956? 

Mr. Fuess. Fifty grants have been requested and authorized for 
a total cost of $150 000. 

Mr. Mountarn. Now you still have seven short with respect to your 
1954 authorization ? 

Mr. Fuerss. Yes, sir. We have received authorization from Wash- 
ington to have them depart during the month of November of this 
year. Washington assigns a date at which they should depart. 

Mr. Mounratn. Have they been recruited ? 

Mr. Furss. Yes. 

Mr. Mounratn. Processed ? 

Mr. Furss. All except one. We are still awaiting authorization 
from Washington for that one. 

( Discussion off the record.) 

Mr. Harpy. Did I understand your testimony a while ago that the 
recruitment for fiscal 1954 program began in the latter part of calendar 
1954? 

Mr. Fuess. May I refer that question to Mr. Corrigan, sir, because 
he knows more about it than I do? 

Mr. Harpy. Certainly. 

Mr. Corrigan. To review this thing briefly, I arrived in the Em- 
bassy on duty in May 1954, as minerals officer. When I arrived at 
the Embassy, there was no labor attaché, and the political officer of 
the E mbassy was in the process of leaving the post. Therefore, 
there was only one political officer in the political section, who was 
making preparations to leave. In June 1954, as I recall it, a joint 
message was sent from Washington to the FOA mission here, and 
to the Embassy, informing us that money was available to send 40 
labor leaders to the United States. This money was 1954 fiscal year 
money. This was the very last month of the fiscal year 1954. 

As I recall that message, it said, in essence: Inform us whether 
you wish to go ahead w ith the selection of these 40 labor leaders and 
send them to the United States, the implication being that if we did 
not, that money would be lost and be used elsewhere. Aware of the 
import: ince of labor in our picture in Chile, the political officer and I 
discussed the message with the Ambassador, and we all decided to 
go ahead with the recruitment of labor leaders, at least with the selec- 
tion of the names, so that money would not be lost to our purposes 
and so we could then prudently investigate into the background of the 
people we had tentatively chosen and send them to the United 
States if warranted. We did that. We went ahead and selected 
40 tentative names and informed the Department a few weeks later. 
That is, we here in Santiago, Mr. Patterson’s people and the Embassy, 
sent that joint message with 40 names. 

Mr. Harpy. Did that have the effect of obligating the funds before 
the close of the fiscal year? 
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Mr. Corrigan. My understanding is that it did. Following that, 
my recollection is that we did not receive any further communication 
from Washington on the subject until the early part of the calendar 
year 1955. I would like to insert into the record a telegram, unclassi- 
fied, from Washington, dated January 16, 1955. 

Mr. Harpy. Why don’t you just read it ? 

Mr. Corrigan. All right: 

From the Secretary of State, Labor Training Program: This is a joint 
FOA-State message. FOA/W requests that USOM proceed with implementation 
of technical exchange program in labor field as originally planned for fiscal year 
1955. This supersedes all previous FOA/W instructions concerning implementa- 
tion fiscal year 1955 program. Selection and processing of applicants covering 
prospective participants will be carried out by labor attaché, under direction 
USOM director operating under the Ambassador’s supervision in accord with 
existing instructions and criteria or any future amendments thereto. FOA 
area labor adviser available for advice and consultation. 

Mr. Harpy. Will you clarify one point, Mr. Corrigan? They refer 
to it as the “fiscal year 1955 program,” but there was no authorization 
for it out of fiscal year 1955 funds, Mr. Fuess has told us. Do we 
understand that the fiscal year 1955 program w as to carry out the 
training of these people w hose names you had sent in as of June? 

Mr. Corrigan. That is my understanding. 

Mr. Parrerson. I can’t be sure of this, but I seem to remember, that 
fiscal year 1954 money was canceled for fiscal year 1954 and set up 
again for the same purpose in fiscal year 1955. That would explain 
how 1954 money could be used. 

Mr. Harpy. It would have had the effect of car rying its availability 
over to 1955. That would be my understanding of it. I’m having a 
little difficulty understanding also the reference to the program plan 
for fiscal 1955, unless it was determined at the time of your telegram, 
Mr. Corrigan, giving the names of 40 people who would go to the 
United States under the fiscal 1954 program. I understood you to say 
you did submit 40 names. 

Mr. Corrigan. That is correct, sir. We informed the Department 
of State in about mid-June that we were proceeding with the selec- 
tion of 40 specific names. Those names did go forward about the end 
of the month. Actually, they didn’t reach Washington until July. 
Now it is possible that the 1954 funds were lost, and as Mr. Patterson 
suggested, they set up a similar fund for 1955. I think that is it, 
although I frankly don’t know. 

Mr. Mounrarn. It is, of course, possible that once you have obli- 
gated those funds you can work on an unliquidated basis in ensuing 
fiscal years, 

Mr. Harpy. I'd like to return to fiscal 1953. Mr. Fuess, I believe you 

said there were six of these labor trainees that did go? 

Mr. Fuess. Yes, sir. 

Mr. Harpy. By whom were they selected ? 

Mr. Fvurss. I don’t know, sir, I imagine by Mr. Maurice Broderick, 
my predecessor. 

‘Mr. Harpy. Do you have any information on it, Mr. Ambassador? 

Ambassador Bravtac. I’m sure they were selected by Mr. Broderick. 

Mr. Parrerson. It is my impression that Mr. Broderick, who was 
labor attaché at the time, had become interested in this before the visit 
of Dr. Milton Eisenhower. 

Mr. Harpy. When did he go out ? 
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Mr. Corrican. Mr. Broderick left here in late April or early May 
1954. 

Mr. Fourss. He left on May 5, 1954, and I came on January 28, 
1955. 

Mr. Harpy. A good many months after Mr. Broderick. I am in- 
terested in that setup in fiscal 1953 for six labor trainees. These were 
selected and processed presumably by Mr. Broderick, and they got off 
in the early part of fiscal 1953. Is that correct? 

Mr. Fuess. No, sir. 

Mr. Corrigan. No, sir. They left January 10, 1953. 

Mr. Harpy. Well, by comparison that is pretty early, just slipping 
into the beginning of the second half. But the processing had had 
to take place between July 1 of 1952 and January 1953. Now, Mr. 
Broderick, presumably, handled that selection and whatever pro- 
cessing was required by his office. Probably after the program was 
established. Then he had an allocation of 40 set up for fiscal 1954, 
and he was still on the job through most of fiscal 1954, but, apparently, 
nothing was done about it that we have any record of. Now, Mr. 
Fuess, I understood you to say that that was your major responsibil- 
itv—the selection of these people. 

Mr. Fuess. Yes, sir. 

Mr. Harpy. So I wonder what happened to Mr. Broderick’s time 
from July 1, 1954, until April 5, 1955, if that was his major assign- 
ment. I mean 1953 to May 5, 1954. It was almost a complete fiscal] 
year and he leaves here in such a state that nobody in the Embassy, 
apparently, is familiar with the fact that 40 trainees were authorized 
and not processed. Do you have any recollection on that ? 

Ambassador Braunac. I don’t recall in detail. With reference to 
what Mr. Broderick was doing during that period, he undoubtedly 
was doing what a labor attaché usually does. 

Mr. Harpy. What is that, other than this program ? 

Ambassador Braunac. He reports on labor matters, advises the 
Chief of the Mission regarding labor matters, advises the head of the 
political section regarding labor matters, particularly the relationship 
of the labor situation to the overall political situation. As Mr. Fuess 
or Corrigan pointed out, labor is important in Chile as it is in most 
Latin American countries. If Mr. Fuess is devoting most of his time 
to this program, as he says he is, he is undoubtedly neglecting a large 
part of the work which he would be performing if we did not have 
to devote so much time to this program. 

Mr. Harpy. Well, we get right back on this particular subject to 
what appears to be a gap, where there isn’t too clear an understanding 
as to just what did happen. It does seem sort of strange that a pro- 
gram that had been implemented so promptly in the previous year 
was sort of overlooked until the end of the fiscal year. 

Mr. Corrican. I have an impression, Mr. Chairman, I’d like to check 
this when we get a chance to get more of the correspondence from the 
office, that we were not informed of the availability of that money 
for 40 leaders until quite late in the fiscal 1954. 

_Mr. Harpy. Maybe Mr. Patterson has a responsibility, then. When 
did you get your allocation, Mr. Patterson? You were the fellow that 
had the money. 

Mr. Patrerson. I can’t remember that year, but October is the month 
that stands out in my mind. 
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Mr. Harpy. I’d have a hard time figuring how you went on with 
any of your programs without an allocation reasonably early. 

Mr. Parrerson. Washington authorizes us to operate on a month- 
to-month basis until our allocation is approved. 

Mr. Harpy. How are those allocations arrived at? Are they based 
on a request originating in the field ? 

Mr. Patrerson. Yes, sir. 

Mr. Harpy. I get an impression which may not have any basis at 
all, but it leaves me to wonder what in the world happened. Here 
was a program started in 1953. You had only 6 people authorized 
and they went very promptly. They left in January and returned in 
April. Then for fiscal 1954 we set up another allocation, but for 
some reason the 1953 program is multiplied by 7—a program 7 times 
as large. On the face of it, it would seem to indicate it met with 
favorable response. 

Mr. Sanvers. I have a recollection that there was a sequence along 
this line. When Milton Eisenhower visited Chile, Mr. Broderick set 
up a meeting with labor people. As a result of that, Mr. Eisenhower 
recommended an extensive expansion of the previous program that 
had been rather pedestrian and limited to just a few people. Then, 
I believe, the Embassy recommended that we augment the program, 
and I may be wrong, but I think the recommendation for 40 additional 
personnel came from here, and late in the ye I think that factor, 
plus the fact that we didn’t have a labor licen, and then for a long 
time we were without a political officer, and, in fact, the Counselor of 
Embassy was in Washington part of that time—plus the lag—what- 
ever happened in Washington 

Mr. Harpy. Which might have been considerable. 

Mr. Sanoers. Might have been for whatever reasons I don’t know, 
but I think there were a number of factors that came suddenly into 
this picture that may explain that lag. 

Ambassador Brautac. As far as our relationship, can’t we look it up 
inthe record? What dates, etc., and submit this to you ? 

(The information requested appears on p. 326.) 

Mr. Harpy. I wish you would, and submit this to us. Of course, 
all we can get here is going to have to depend pretty much on memory, 
and I wonder if we can figure again the approximate date of Milton 
Ejisenhower’s trip here? 

Mr. Patrerson, Sixteenth of July 1953. 

Mr. Harpy. That was right in the beginning of the 1954 fiscal year. 
You had the experience of this six going and coming back, so if a 
recommendation had come out of his visit and was acted on within 
a reasonable time, you would have had the allocation earlier. 

Mr. Sanvers. I don’t recall the details, but it seems to me the Am- 
bassador arrived in late October of 1953. By that time, I think, Mr. 
Eisenhower’s report had come out, which contained these recommenda- 
tions, and we began to operate on the basis of these recommendations. 

Mr. Harpy. As a matter of fact, then, you wouldn’t have any per- 
sonal basis for any personal recollection as to what did tr anspire to- 
ward an allocation based on the experience of those original six, be- 
cause under normal procedures I would think that consideration of an 
allotment for fiscal 1954 would have come before the beginning of the 
fiscal year. I would think that would be your procedure. Here was 
the group of six that left in January of 1953 and returned in April. 








n with 
nonth- 


r based 


asis at 

Here 
1orized 
ned in 
ut for 
’ times 
t with 


» along 
‘ick set 
ithower 
m that 
Then, 
ogram, 
‘itional 
factor, 
a long 
elor of 
—what- 


know, 
ly into 


k it up 


course, 
emory, 
Milton 


i] year. 
so if a 
within 


1e Am- 
ik, Mr. 
nenda- 
ations. 
ly per- 
ire to- 
six, be- 
n of an 
of the 
re was 


April. 


TECHNICAL ASSISTANCE IN LATIN AMERICA 363 


Apparently, there was some feeling that it was a good program, so— 
and it may have developed prior to the Eisenhower visit—maybe be- 
cause of it, but in any event, we don’t have anybody here, except Mr. 
Patterson, who was here at the time. 

Mr. Sanvers. Right. 

Mr. Harpy. But this sort of hits me rather forcibly. Here’s a pro- 
gram that we multiplied by seven. It was small so we increased it 
from 6 to 40, and we do this for the fiscal year immediately following 
the first 6, and in the fiscal year that Mr. Eisenhower came down here 
and went into this general subject—but for 2 years it sits still and here 
we are now, more than 2 years since Eisenhower was here, and we have 
just sent off 33 of the people that were authorized either before or 
just after—and, of course, I understand part of that may have been 
because you had a lapse of time without a labor attaché. 

Ambassador Bravtac. Another reason is, it was a comparatively 
simple thing to select 6, but more complicated to work up a program of 
40. Add that to the fact we had no labor or political officer at that 
time, just persons we might borrow from other sections to do this work. 
It seems natural and desirable, under the circumstances, that there 
should have been a delay. 

Mr. Harpy. It’s easy enough to see how you would have a delay with 
no labor attaché I doubt if anybody would have been authorized to 
do it. So during that period you would have had, more or less, a 
stalemate; but Mr. Broderick had been here for a period of 8 months 
out of this fiscal year, and still that sat still. 

I don’t think there is much we can do now, so let’s not explore the 
thing any further. 

Mr. CorriGan. This whole thing hinges, I think, on when Santiago 

yas informed of the availability of these funds. I think you will find 
we were informed of the availability of the funds in May or June 
1954. 

Mr. Mountain. It was true, Mr. Corrigan, from May or June of 
1954, when you were presumably informed of the availability of these 
funds, that approximately 15 months had elapsed before you sent the 
first trainee to the States? 

Mr. Corrican. We were not authorized to proceed with the imple- 
mentation of the thing until January 1955, and the arrival of the labor 
attaché. We were not authorized. 

Mr. Mountain. Mr. Chairman, I wonder if Mr. Patterson can tell 
us whether or not, in other areas of the world ICA has the responsi- 
bility for recruiting labor trainees? 

Mr. Parrerson. I don’t know. I do know that it was suggested at 
one time thatwe have a labor adviser, but there was a difference of 
opinion in Washington. It may be that it was that difference of 
opinion that held up our authorization until January last year. 

Mr. Mounratrn. As to whether you ought to have a labor adviser 
or not ? 

Mr. Parrerson. Yes, sir. 

Mr. Mounrarn. Would such a labor adviser have the role of re- 
cruiting ? 

Mr. Parrerson. He might have had. 

Mr. Mounratn. Mr. Fuess, do you know? 

Mr. Fvess. I believe in some areas of the world he does. It’s a 
matter for judgment as to whether that is the better system or whether 
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it is a better system to have it done through the Embassy itself. I 
have some rather strong feelings on that subject, personally, in the 
sense that the labor adviser program has very marked repercussions 
in both the political and economic field, as well as the labor field, 
itself, and as a consequence, it requires in my judgment the closest 
possible coordination with the politial section of the Embassy. 

Mr. Mountain. Could that coordination be carried out through the 
screening function instead of the recruiting function, in your 
judgment ? 

_ Mr. Fouess. No, sir; I don’t think it could, by any degree of the 
imagination. 

Mr. Harpy. That is a policy situation which we can’t settle anyway. 
I think that perhaps there isn’t much more we can do except try 
to develop some dates. On the face of it, it seems to be a relatively 
insignificant part of the total, but it is one area in which the program 
itself is financed by the ICA, and that’s about the only thing ICA 
has to do with it. The rest of it is the responsibility of the Embassy. 
Now this is not the first spot we have hit this almost identical situation. 
The fact of the matter is, it fits in very closely with some of the obser- 
vations made by the Heller Associates in studies of the State Depart- 
ment’s overseas operations. And it could indicate a failure, at that 
particular time, of the two agencies to be properly coordinated in 
carrying out a function which had been set up as a speific governmental 
program. Whether that is the case here, I don’t know. 

I have seen some other cases where it has been rather clear that a 
single individual was responsible for it on the basis of personal deter- 
mination—responsible for complete retardation of this type of opera- 
tion, and it may be that it would appear that we are putting a lot 
more emphasis on it than its sanltisenee justifies, but it is simply 
because of the fact that here is a limited area in which this iatlonship 
thing is pointed up. I think we have done all we an do, but if you can 
find these dates, we may pursue it in Washington, because we are going 
to have to pursue the same practice in respect to total country dollars. 

Mr. Fuess. Since I have arrived here, there has been the best pos- 
sible cooperation and closest coordination between the Embassy and 
ICA. We have been able to get underway, I think, for two reasons— 
because there has been a labor attaché here—that has been one of our 
weak spots during that period of hiatus when we had no Labor 
Attaché—and, secondly, because we have had the advantage of finally 
having a clear-cut authorization from Washington. I believe you 
said the date of that was January 18 of this year. 

Mr. Corrican. Yes. 

Mr. Furss. Those two things have been of advantage in getting 
the program underway since January 18 of this year. 

Mr. Harpy. Well, that’s all right. Isay I think we perhaps appear 
to be putting more emphasis than, on the surface, it deserves. Because 
of this relationship to the general picture, we thought it was well to 
do it. 

Mr. Mountain. I think we ought to clarify two points in the tele- 
gram. One isa statement that the FOA area labor adviser was avail- 
able for advice and consultation. 

Do you have, Mr. Patterson, such an adviser ? 
Mr. Patrerson. I didn’t know we had one. 
Mr. Harpy. You didn’t know you had one? 
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Mr. Patrerson. No. 

Mr. Mountarn. Of course, that was under Mr. Stassen’s organi- 
zation. 

Mr. Patrerson. That was a fact. 

Mr. Mountarn. One other point raised by the wording of this 
telegram. 

This sentence: 

Selection and processing of applications covering prospective participants will 
be carried on by the labor attaché under direction USOM Director. 

What direction, Mr. Patterson, did you give Mr. Fuess? 

Mr. Parrerson. Well, I don’t give him any direction. 

Mr. Corrigan. I’d like the next sentence in there to be in the record. 
I think it answers your question. 

Mr. Mountarn. Mr. Corrigan, I hope there is no implication that 
I have read that out of context. 

The following phrase is: 

Operating under the Ambassador’s supervision. 


Mr. Harpy. Whether he is or not, he dosen’t give any direction ? 

Mr. Corrican. No. 

(Discussion off the record.) 

Mr. Fvuerss. I’d like to indicate that it took 414 months from my 
arrival until my final recommendations on these 40 who went out to 
Washington. It took an additional 214 months—from June 13, when 
they went out, until August 27 and October 4, before we got back the 
final authorizations from Washington, in terms of being available. 

Mr. Harpy. Mighty slow. 

Mr. Mountarn. What is the average time for W ashington process- 
ing in your experience, Mr. Fuess? 

Mr. Fvess. It runs about 8 wee ‘ks, sometimes longer. 

Mr. Harpy. Mr. Ambassador, [ certainly want to express my thanks 
to you and your saff. Mr. Corrigan gave me a further st: itement of 
yours In connection with the hearing of yesterday. Was there any- 
thing else you care to add in that record this morn ing / 

Ambassador Brautac. None, except we are delighted you came. 
We appreciated the opportunity to talk with you on this. We appre- 
ciate the thoroughness with which you have gone into those important 
points. 


Mr. Harpy. Let’s close. 
(‘The meeting then adjourned at 12:40 p. m.) 
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Exursit A 


CHILE 
GENERAL INFORMATION 


Capital: Santiago. Population: Approximately 6 million. 


I. CHARACTERIZATION OF THE AREA 
(a) Geography 

Chile’s 286,396 square miles of territory form a long, narrow ribbon of land 
along the southwest coast of South America. More than 2,650 miles long, it is at 
no point wider than 250 miles, yet exceeds our State of Texas in total area. 

From east to west Chile’s narrow dimension is divided by nature into three 
parallel zones. The eastern zone consists of the rugged Andes Mountain chain, 
second in height only to the Himalayas. The central valley zone comes next, and 
finally the western coastal range of old mountains already worn down to heights 
of less than 7,000 feet. 

From north to south Chile falls into three distinct regions—the northern desert, 
the central agricultural area which holds some 85 percent of the population, and 
the southern forest land. Some 463,000 square miles of Antarctic territory are 
also claimed by Chile. 

Climate in Chile varies with latitude and altitude, but may generally be thought 
of as temperate. In general, it resembles our own Pacific coast in reverse. The 
northern mineral-rich desert is hot and rainless ; the central region has mild wet 
winters and dry hot summers; the southern forest land experiences lower tem- 
peratures and heavy rains. The hottest months come in December and January, 
the coldest in July and August. 

(b) Population 

Chile’s approximately 6 million inhabitants form a relatively homogeneous 
people, mostly of Spanish Caucasian and Araucanian Indian descent. Since 1845 
immigration has built up an important ethnic group of German descent within 
the population. The national language is Spanish and the high literacy rate is 
set at 73 percent. Although church and state are separate and religious freedom 
is guaranteed by the constitution, the Catholic religion is the predominant one 
in Chile. 

II. GOVERNMENT ORGANIZATION 


Chile is a constitutional democracy operating under a republican form of gov- 
ernment, with legislative, executive, and judicial branches. Its present consti- 
tution was adopted in 1925 and grants suffrage to all Chileans who have attained 
the age of 21 years and who can read and write. Voting is by secret ballot. 

(a) The legislature 


Chile’s bicameral legislature is known as the National Congress. Its Senate 
and Chamber of Deputies are in session annually from May 21 to September 18, 
and like our own Congress, are empowered to initiate and pass laws, approve or 
reject treaties, override a Presidential veto, ete. 

1. The Senate.—The Chilean Senate consists of 45 members elected by direct 
vote of the people. For the purpose of such elections, the country is divided into 
9 districts, each of which elects 5 Senators. The term of office for a senator is 
8 years, and the Senate renews itself in part every 4 years. The next senatorial 
election is scheduled for March 1957. 

2. The Chamber of Deputies.—Deputies are elected by direct vote of the inhabi- 
tants of each of the country’s 25 Provinces, 1 such representative being desig- 
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nated for each 30,000 inhabitants or fraction thereof not less than 15,000. At 
present, the Chamber of Deputies includes 147 members. This entire body is 
elected every 4 years, with the next election scheduled for March 1957. 
(b) The Executive 

The President of Chile must be a native-born citizen at least 30 years of age. 
He is elected by direct vote for a 6-year term and may not succeed himself. 
Since 1931, all Presidents of Chile have been duly elected by the people. The 
President names ministers of state to assist him in his administration of the 
Government. The number of such ministers and the titles of their respective 
departments is not fixed by the constitution. All Presidential orders must be 
signed by the appropriate minister before they become legally valid. In practice, 
the President and his ministers tend to form the strong nucleus of Government 
power. 
(c) The Judiciary 

The power to judge civil and criminal cases belongs exclusively to the tribunals 
established by law. Both the President and the Congress are specifically re- 
strained by the constitution from exercising any judicial functions. The supreme 
court, members of which are designated by the President, is empowered to pass 
upon the constitutivnality of laws. In addition to this court, there are courts of 


appeal, tribunals of first instance, and various other lesser courts throughout 
the country. 


III. PRINCIPAL GOVERN MENT OFFICIALS 
President 
Carlos Ibanez del Campo. President Ibafiez is 77 years of age and was elected 

in 1952. He polled about 47 percent of the popular vote in a 4-way contest. He 
served once previously in the Presidency (1927-31) but was forced out after he 
assumed dictatorial powers. In general, he stands for friendly cooperation 
with the United States and professes admiration for President Eisenhower. 
Cabinet 

Minister of Interior : Osvaldo Koch. 

Minister of Foreign Relations: (Admiral Kaare Olsen. 

Minister of Finance: Oscar Herrera (Acting). 

Minister of Economy: Oscar Herrera. 

Minister of Education: Tobias Barros. 

Minister of Justice: Santiago Wilson. 

Minister of National Defense: (Colonel) Benjamin Videla. 

Minister of Public Works: (General) Alejandro Schwerter. 

Minister of Agriculture: José Suarez. 

Minister of Lands and Colonization : Mariano Fontecilla. 

Minister of Labor: (General) Eduardo Yanez. 

Minister of Public Health: Raul Barrios. 

Minister of Mines: Osvaldo Sainte-Marie. 

Minister Secretary General: Mario Ciudad. 
National Congress 


President of the Senate: Fernando Alessandri. 
President of the Chamber of Deputies: Julio Duran. 


Political conditions 

From 1938 until 1952, Chile’s Government was controlled by the left-of-center 
Radical Party. During that period, it was “fashionable” to be leftist, with the 
result that a heritage of Marxist-Socialist thinking has accumulated over recent 
years. In general, this tends to be more evident in the economic than in the 
political sphere. In the latter, it has been manifested by appeals to nationalism. 

In 1952, the election of Carlos Ibafiez del Campo ended this period of Radical 
rule. His electoral platform cut across party lines and afforded him something 
of a personal mandate in the form of a 47 percent plurality in a 4-way race. By the 
time of the March 1953 congressional elections, however, the traditional parties 
were in a position to reassert themselves, with the result that Ibanez forces 
emerged in control of only 49 percent of the Chamber of Deputies and less than 
one-third of the Senate. With subsequent defections of supporters of Ibafiez, 
notably the Popular Socialists, and with serious friction between the executive 
and legislative branches, the Government by mid-1955 controlled a significantly 
smaller percentage. A serious obstacle to governing effectively in Chile has been 
the inability of the Government to command parliamentary support. The Execu- 
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tive recently has adopted a firm attitude toward labor. This thwarted a general 
strike threat on September 5 and has apparently created a possibility of a more 
harmonious relationship with Congress. 

In any event, the multiplicity of political parties in Chile renders the formation 
of a majority coalition extremely difficult. The number of parties customarily 
exceeds 20, and their alinement on individual issues is constantly shifting. In 
general terms, the principal parties of the right are the United Conservatives 
and the Liberals, while the major ones left of center are the Radicals and Popular 
Socialists. The Agrarian Laborite Party, which is the Government's principal 
support, has both rightist and leftist characteristics. At the far left are the 
Communists, whose total number was recently estimated at 50,000 by President 
Ibafiez, and who, at the peak of their power, managed to poll 90,000 votes in the 
1946 elections. As in other countries, however, the Communist minority has been 
skillful in making a noise and exercising an influence out of all proportion to its 
actual numerical strength, and in particular has managed to exert a considerable 
degree of control over the national central labor organization formed in early 
1953 by a consolidation of the principal trade union federations and usually 
known by its initials CUTCH. 

President Ibafiez is basically friendly to the United States and seems desirous 
of halting the runaway inflation and solving the serious economic problems which 
beset Chile. In this effort he is considerably hampered by the unstable currents 
of party politics and by his lack of a consistent and reliable majority in Congress. 
Symptomatic of his difficulty are the incessant changes in Cabinet Ministers. 
The present Cabinet of “technicians” and personal friends has little political 
support of its own. 


Economic conditions 


Sconomic conditions in Chile pose many immediate and serious problems. 
Monetary expansion and a runaway inflation have distorted the country’s 
economic structure. National Bureau of Statistics data reveal that during 1954 
the cost of living increased 71.15 percent. From the beginning of this year 
through August living costs increased an additional 45.65 percent. The Govern- 
ment’s budget has for years been operated at a deficit—the constantly expanding 
deficit acting to feed the inflation. By the end of this year the cumulative budget- 
ary cash deficit will probably be in the neighborhood of 40 billion pesos. For 
1956 the Government is faced with the prospect of a 100 billion peso deficit 
unless it can find ways of reducing expenditures drastically, or increasing in- 
come, or both. Foreign exchange income for 1955 has been estimated at $390 
million, although official estimates of exchange requirements for the year, even 
under the most rigid import of restrictions come to at least $425 million. In a 
move to develop a program of economic and financial reform which would not 
be subject to political sniping, the Government has recently contracted for the 
services of a group of American experts who are now in Chile carrying out 
studies on which to base recommendation for reforms. 

Nitrate and copper are the two basic resources upon which Chile’s economy 
rests. At one time the nation enjoyed virtually a worldwide monopoly of the 
former, but the development of synthetic substitutes dealt the industry a heavy 
blow. It is still the major source of employment in a wide area of northern 
Chile, but suffers from outmoded equipment and from a high-cost structure 
brought about, at least in part, by the prevailing system of exchange rates. 
Chile is concerned over the continued construction of synthetic ammonia plants 
throughout the world, and sees in them an increasing threat to its own industry. 
In an effort to shore up the competitive status of its natural product and to 
attract new capital investment to the industry, the Government, on December 
10, 1954, signed an agreement with the two major producing companies. The 
agreement amends the nation’s basic nitrate law in such a way as to afford 
considerable tax and exchange-rate relief to the ailing industry. In return for 
such relief, the producers undertake to seek the necessary financing to permit 
them to invest up to US$36 million in a program of expansion and moderniza- 
tion. The agreement is now awaiting the congressional ratification. 

Today, Chile’s economy rests upon a copper base. Possessing the world’s 
largest known reserves of this metal, Chile normally produces and exports about 
400,000 tons of copper annually. Over 90 percent of such production is ac- 
counted for by the mining operations of local subsidiaries of two American 
companies, Anaconda and Kennecott, and Chile supplies the greater part of 
all copper imported into the United States. Additional information on copper 
is given in the section on minerals. 
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In recent years, Chile has attached considerable importance to the diversifica- 
tion of its economy. Various new industries have been developed, the largest 
of which is a modern steel mill at Huachipato. Emphasis upon industrialization 
has been somewhat at the expense of agriculture, however, and a disquieting 
development has been Chile’s shift from an exporter to importer status with 
respect to certain major foodstuffs. On the basis of recommendations made 
originally by an IBRD/FAO mission, a plan for increasing agricultural produc- 
tion by some 43 percent over an 8-year period has recently been completed and 
presented for its consideration to the IBRD. The plan calls for an investment 
of about US$1,300 million, of which it is hoped US$230 million will be forth- 
coming from foreign investment and loan assistance. Meanwhile, Chile has 
acquired some surplus agricultural commodities from the United States under 
the arrangements authorized by Public Law 480. 

All in all, despite potentially rich resources, the economic picture in Chile is 
not encouraging. Disregard for maintaining the competitive position of her 
export industries poses a threat to foreign earnings. Increased dependence 
upon imported foodstuffs translates that threat into the prospect of food short- 
ages. The remedy seems to lie in bringing down production costs, but the 
currently rampant inflation makes this economically and politically difficult. 
Although the Government periodically calls for an austerity program, it remains 
to be seen whether the public in general and organized labor in particular will 
cooperate to the extent of accepting the sacrifices which this implies. 

























Other Important Considerations 

(a) Chilean participation in international organizations.—Chile is active in 
both the U. N. and the Organization of American States. Specialized bodies to 
which it belongs include the International Bank for Reconstruction and Develop- 
ment. International Monetary Fund, International Labor Orgaization, Food and 
Agriculture Organization, International Civil Aviation Organization, World 
Health Organization, International Telecommunications Unions, and the Univer- 
sal Postal Union. Of some interest is the fact that Chile was the first country 
outside Europe to receive financial assistance from the IBRD, and to date, such 
loans total slightly in excess of $17 million. Santiago is the headquarters of the 
Economic Commission for Latin America of the United Nations (ECLA or the 
Spanish equivalent CEPAL). 

(b) United States assistance to Chile—The United States Export-Import 
Bank has extended to Chile approximately US$138 million in loans. Construc- 
tion and expansion of the modern steel mill at Huachipato was made possible 
through United States financial assistance and the continued flow of critical 
materials to Chile even throughout the Korean conflict. 

The technical cooperation program has been in operation in Chile since 1943, 
and includes today programs in health and sanitation, agriculture and natural 
resources development, assistance to medium and small industry, public ad- 
ministration, housing and civil aviation. During nearly 8 years, the improve- 
ment of health and sanitation was the principal aim of the program. Its major 
accomplishments in this field have been, besides training of Chilean personnel, 
successful projects in health education, communicable disease control, and mass 
vaccination. The cooperative health program has built 5 demonstration health 
centers, a hospital, sewage serving 300,000 people, water distribution systems 
and sewerage disposal plants. At present, major emphasis is centered on rural 
sanitation as part of truly community development projects. 

Because of the imbalance between food production and consumption, a pilot 
area development program aiming at the total development of three provinces 
is of major interest at this time. This program includes soil and water con- 
servation, plant sanitation, introduction of improved animal and plant species, 
reforestation, introduction of better agricultural practices, research and exten- 
sion services. The plan for this program includes health and sanitation and 
industrial development. 

The industrial program is mainly concerned with improvement of productivity, 
with industrial safety and with training. Although limited in scope, this pro- 
gram has achieved remarkable accomplishments in increased production, reduc- 
tion of accident rates and increased earning both for management and labor. 

More than 200 technicians have received training grants for study in the United 
States. The program is truly cooperative: today nearly 400 Chileans work 
alongside 31 United States technicians ; contributions since 1943 from the Chilean 
Government amount to more than 663 million pesos, against United States 
contribution of nearly $10 million. 
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Under the terms of a military assistance pact signed in 1952, the United 
States is also supplying Chile with military equipment designed to increase 
the effectiveness of its armed forces. 


Exursit B 
CHILE 


BACKGROUND INFORMATION 


Indian tribes inhabited Chile long before the advent of the Spaniards. The 
most important of these, the Araucanians, resisted the invaders long and bitterly 
and left behind them a permanent imprint upon the Chilean nation. 

Colonial Chile was ruled by a governor and captain general, appointed by the 
King of Spain but immediately responsible to the Viceroy of Peru. Important 
influence over the Government was exerted by the Roman Catholic church. By 
the 19th century, ideas of self-government were beginning to take hold and had 
gainec considerable impetus from the success of the United States and French 
Revoluations. The first national government was proclaimed on September 18, 
1810. This launched a struggle for independence which dragged on for 8 years, 
but early in 1818, Bernardo O'Higgins, leader of the Chilean patriots, declared 
the absolute independence of his country. 

From 1830 to the end of the century, Chile was engaged in the consolidation 
and development of her national economy. In 1881, a treaty with Argentina 
confirmed Chilean sovereignty over the Straits of Magellan, and at about the 
same time hostilities with Peru and Bolivia pushed Chile’s upper border farther 
north. An official Chilean colonizing agency was established in Europe in 1845, 
and Spanish, German, Italian, French, Swiss, and Yugoslav immigrants arrived 
to settle in the new country. 

The first half of the 20th century has brought considerable economic and social 
legislation. Serious fluctuations of the national economy during that period were 
in part responsible for this. Diversification of the economy was also pursued, 
and Chile’s development corporation has served as a model for those of other 
Latin American countries. Despite its emphasis upon industrial development, 
however, Chile is still overwhelmingly dependent upon the production of its 
extractive industries. 

Looking back we can perhaps summarize Chile’s experience by noting that it 
is a country which since its independence has enjoyed relative tranquility in 
the political sphere and some progress in the economic. An ingrained respect 
for and devotion of the principles of law, order, and democracy have lent stability 
to its governmental processes and made it a respected member of the American 
community of nations. 


Exhibit C 
CHILE 
MINERALS Data SUMMARY 


Chile is predominantly a mining country. Its major industries and sources 
of employment are extractive ones, and mineral products constitute the main- 
stay of the nation’s balance of payments. Despite an unusually wide variety 
of metallic and nonmetallic substances, a brief survey of the minerals industry 
is possible on the basis of the relatively few items of greatest importance. 


I. NITRATE 


The modern history of the development of mining in Chile is primarily the 
history of the nitrate and copper operations. Prior to World War I, nitrate 
accounted for about 75 percent of all Chilean exports, and copper only 5 per- 
cent. Although in existence much earlier, the natural sodium nitrate industry 
did not become important until the 1880’s and by 1890 foreign capital, principally 
British, represented 88 percent of the investment. 

Production of nitrates increased steadily to a peak of 3 million tons in 1914, 
but began to decline thereafter as a result of the development of processes for 
synthetic production. American firms which acquired two important producing 
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companies from British interests were able to offset this trend, to some extent, 
by the introduction of new processes which substantially decreased production 
costs. 

With the advent of the depression of the 1930’s and the collapse of world 
mineral markets, Chile’s nitrate exports dropped to 617,000 tons in 1931 and to 
60,000 tons a year later. To meet this situation, Chile instituted in 1934 a 
monopoly over the production and sale of nitrates by establishing the Govern- 
ment-controlled Chilean Nitrate and Iodine Sales Corporation (COVENSA). 
This organization determines the amount of nitrate to be produced annually, 
allocates this amount among the producing companies, fixes sales prices, and 
concludes all sales of nitrates and iodine. 

Since the formation of COVENSA, nitrate production and exports have re- 
covered considerably. Annual production now averages about 1,500,000 tons. 
For the “nitrate year” beginning July 1, 1954 and ending June 30, 1955, pro- 
duction totalled 1,567,866 metric tons and sales proceeds were reported at a 
dollar equivalent of US$60,149,464. Of the latter amount, however, slightly 
less than half was in actual dollars and the balance represents pounds sterling 
and other currencies. 

Notwithstanding the postdepression recovery, Chile’s relative share in the 
world market for nitrogen compounds has declined to about 4 percent. Out- 
dated methods of production, rising costs, increasing competition from syn- 
thetics, and a heavy tax and exchange-rate burden are responsible for this 
decline. The Government has generally responded to the deterioration of the 
industry’s competitive position by easing the burden just enough each year to 
keep operations out of the red. This piecemeal approach has done little to 
inspire confidence or to attract additional investment to the industry. New 
capital has been badly needed, however, inasmuch as many of the existing 
installations are obsolete, and even the most recently built plants have been 
in operation for over 20 years and are in need of modernization and renovation. 

Culminating months of negotiation and years of effort by the producing com- 
panes, an agreement was finally signed by Government and industry represen- 
tatives on December 10, 1954. The agreement, which went to Congress for 
ratification on August 12, 1955, proposes basic reform of the nation’s nitrate law 
(Law 5350). In general it would terminate exchange-rate treatment which the 
industry has considered discriminatory, provide for accelrated amortization of 
new investments, establish a new formula for computing profits, and in general 
afford the ailing industry a new lease on life. In return for the significant 
relief granted them, the two major producing companies agree to an increase 
in the Government’s participation in the industry’s profits from the old level 
of 25 percent to a new one of 40 percent. They also undertake to seek financing 
which will permit them to invest US$36 million in capital improvements for 
the industry. Further contemplated by the terms of the agreement is the estab- 
lishment of an important byproducts industry which could in time become an im- 
portant additional source of foreign exchange for Chile. It is anticipated that 
the two leading firms, Anglo-Lautaro Nitrate Co. and the Compafiia Salitrera 
de Tarapacdé y Antofagasta (COSATAN) will apply to the Export-Import Bank 
for loans to finance their developmental plans. Any such action, however, is 
still contingent upon congressional ratification of the agreement. 

In closing this discussion of Chile’s nitrate industry, it is important to note 
that more than 25,000 persons are directly employed by, and considerably more 
than 100,000 dependent upon, this activity for their livelihood. For much of 
northern Chile it is the only source of employment and therefore constitutes a 
social as well as an economic problem. 


Il. COPPER 


(a) Composition of the industry 

Chile is one of the world’s major producers of copper and supplies the United 
States with over half of the copper which it imports. Copper deposits are 
scattered widely throughout most of Chile, and there are many which have 
yet to be adequately exploited. It is customary to consider the nation’s copper- 
producing industry in three groups known as the great mining industry, the 
medium, and the small. 

The great mining industry includes only 3 companies, all of which are 
Subsidiaries of American firms. The Anaconda Co. controls both the Chile 
Exploration Co. (which operates the huge Chuquicamata open-pit mine) and 
also the Andes Copper Mining Co., which exploits the smaller Potrerillos de 
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posit. Kennecott Copper Corp. controis the Braden Copper Co. which produces 
copper at El Teniente, perhaps the largest underground mine in the world. 
These companies are working large disseminated porphyry deposits with aver- 
age copper content of 2.1 percent or less. Among them they regularly produce 
90 percent of Chile’s copper. (An attached table presents a breakdown of their 
production over recent years.) All have their own smelting facilities and two 
of these companies also do refining. Chile Exploration Co., incidentally, is the 
only producer of electrolytic copper in Chile. During 1955, the combined pro- 
duction of these 3 companies is expected to total about 420,000 metric tons of 
copper. 

The medium mining industry includes many firms, however the bulk of pro- 
duction is handled by 10 or less. Some of these are actually very sizable 
individual operations, but they are termed medium to distinguish them from 
the very much larger members of the great mining industry. None of the 
medium firms has its own smelting facilities, and they either deliver their 
output to the Government’s smelter or export in the form of copper concentrates. 

The small copper mining industry includes thousands of atomistic producers 
most of whom employ only a minimum of equipment and scientific technique. 
In this group falls the picturesque pirquinero who, with his burro, spends his 
life combing the rugged Chilean countryside. The small miner normally dis- 
poses of his individually insignificant lots of ore either to commercial ore 
buyers or to the purchasing points and processing plants maintained and oper- 
ated by the Government’s Mine Credit Bank (CACREMI). The latter entity 
exports some such material in the form of ores or concentrates and turns other 
over to the national smelter at Paipote for conversion into blister copper. The 
latter is customarily sent abroad for custom refining and eventual sale. Be- 
tween them the small and medium mining industry regularly produce 40,000 
tons of copper or less. 


(b) Recent history of Chilean copper 


As the volume and value of nitrate exports declined, Chile was fortunate that 
copper exports increased sufficiently to counteract the loss of income. Copper 
production increased more or less steadily in the latter part of the 19th and 
early 20th century. A period of stagnation was caused by the depression of the 
1930’s and the discovery of new ore bodies in Africa. Subsequently, however, 
market recoveries and the advent of World War II afforded new stimulus to 
the industry. During the war, copper exports from Chile reached an all-time 
high of nearly 500,000 tons per year. In the postwar era this fell off very con- 
siderably and by 1954 represented a serious problem for the Chilean Govern- 
ment. Since then, strikes in the copper industry of Chile, Africa, and most 
recently the United States have created something of a serious imbalance be- 
tween supply and demand and have recently pushed copper prices toward a 
record level of 50 cents per pound. 

It is important to remember that some 90 percent of Chile’s dollar earnings 
come from the export of mineral products. Of this amount, more than half is 
represented by copper. This makes the price and international demand for copper 
of prime importance to the Chilean Government and sometimes induces the latter 
to attempt to influence or control the sales price and marketing policy of the 
industry. This in turn affects United States interests. On the one hand, the 
principal copper producers in Chile are American firms. In the second place, the 
United States is the world’s largest single consumer of copper. Finally, the 
United States imports nearly 40 percent of the copper which it consumes, and 
more than half of such imports are usually supplied by Chile. 

In 1940 the price of copper was 10 cents per pound; in 1945, 12 cents per pound 
under OPA; in 1950, 23.4 cents; and in 1950 under OPS it was 24.5 cents per 
pound. Chile negotiated in 1951 an agreement with the United States by which 
80 percent of its production was to be exported to the United States at a fixed 
price of 27.5 cents per pound, the remaining 20 percent being reserved for sale on 
the free market. The price for this copper on the free market was set at 54.4 cents 
per pound. The tax on copper was 60 percent of the income received above 13.5 
cents per pound up to 24.4 cents. All income over 24.5 cents per pound reverted 
to the Chilean Government. The price of 54.4 cents per pound for the free market 
copper was too high and few sales were made in late 1951 and early 1952. Ex- 
change receipts were not meeting expectations and many Chileans believed that 
the negotiated price with the United States was too low. Accordingly, on May 
8, 1952, Chile abrogated its copper agreement with the United States and the 
Chilean Central Bank was given control over all sales of copper. A minimum 
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sales price of 35.5 cents per pound at Antofagasta was established. This was 
derived by taking a weighted average based upon the dual price situation existing 
under the 1951 agreement. 

The sales price that Chile was asking for its copper was well above the world 
price of 30 cents per pound and soon led to the accumulation of unsold stocks. 
These eventually reached the awesome total of 180,000 tons, or about 6 times 
normal stocks for the country. As the major producing companies found more 
and more of their operating capital tied up in the form of unsold copper, they 
were forced to scale down operations and reduce production, despite the increased 
unit costs which this entailed. After prolonged negotiations, the United States 
Government finally purchased 100,00 tons of the accumulated copper for the 
strategic stockpile. The price paid was the world price of 30 cents per pound, 
and in taking this copper the United States not only helped Chile out of a diffi- 
cult situation but also removed a serious threat to the stability of the world 
copper market. 

Folowing the United States stockpile purchase, Chile still had some 80,000 tons 
of copper on hand. To move this quantity, the Central Bank began pushing sales 
to Europe and, in its anxiety to work off its backlog, occasionally made sales at 
slightly below the prevailing market price. The market displayed an unexpected 
firmness however, and subsequent developments, including work stoppages in 
the industry have since brought about a condition of temporary copper scarcity. 
By now Chilean copper is in great demand and a readily salable commodity for 
which payment can be exacted in dollars. In Chile’s compensation trade agree- 
ments with European and Latin American nations (such as Spain, Argentina, 
Germany, Itay, France, and Yugoslavia), the inclusion of copper frequently serves 
as an inducement to its trading partners to accept other less desired Chilean 
products. 


(c) Some problems of the copper industry 

1. Interproduct competition.—Despite its superior qualities, copper faces stead- 
ily increasing competition from aluminum. The widening price differential be- 
tween the two metals tends to augment this tendency. 

2. Competing sources of supply—Africa has been seriously challenging Chile’s 
position as the world’s second largest copper producer. (Chile terms this unfair 
competition based upon a substandard wage level.) Sizable investments have 
been developing new properties in the United States and Canada however, and in 
another 5 years or so the Toquepala deposit in Peru is also expected to become a 
major producer. 

3. Level of production—The declining level of production from 1951 to 1954 
was a serious source of concern to the Chilean Government. More than to any 
technical factors, such as exhaustion of ore bodies or a falling off in copper con- 
tent, this was the result of the discouraging climate created for the industry by 
the then-existing tax and related policies. By latter 1954, for example, the 
American copper companies in Chile were paying about 84 percent of their profits 
in taxes. This unusually high figure was achieved through a three-pronged tax 
system : 

(a) The overprice: The Chilean Government took for itself any amount 
received by the companies for their copper in excess of 24% cents per pound. 

(b) Profits tax: On the profit realized by the companies, i. e., the differ- 
ence between the cost of their copper and 24% cents per pound, a tax of 60 
percent was levied. 

(c) Discriminatory exchange rates: The producing companies are required 
to return to Chile enough dollars to cover their local costs of production. 
With these dollars they buy the necessary pesos to pay such local costs 
All artificial rate of exchange gave the companies only Chil$19.37 per dollar 
at a time when most other exporters were receiving Chil$110 per dollar. 
(In time this situation became progressively tempered by the Government's 
practice of authorizing the companies to exchange at the official rate suf- 
ficient dollars to absorb certain wage increases. The average return avail- 
able to the companies during 1954 however, was still only about Chil $55 
to the dollar in the case of one and 72 in the case of the other.) 

(d) The new copper law 

The dangerous accumulation of stocks in 1953-54, the declining level of pro- 
duction, and the obvious inability of Chile’s copper industry to attract new 
capital vis-a-vis competing sources of supply all indicated the need for some 
fundamental reform. New copper legislation was submitted to the Chilean 
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Congress on March 8, 1954. In considerably amended form it became law and 
entered into effect on May 5, 1955. 

This law substantially improved conditions for the American firms comprising 
the great mining industry. For the complex of tax devices listed above, it substi- 
tuted a sole tax on profits. This consists of a fixed tax of 50 percent and a 
variable surtax of 25 percent. As production by each of the 3 companies ex- 
ceeds a certain designated level, the 25-percent surtax is progressively reduced. 
By the time the level designated as base production is doubled, the surtax dis- 
appears altogether and all profits become subject to the 50-percent tax. The new 
copper law also returns to the companies the control over sales which had previ- 
ously been exercised by the Central Bank. All in all, by returning such control, 
by lightening the tax burden, by affording an incentive to greater production 
and by improving the climate for investment in the industry, the new law has 
greatly improved the outlook for Chilean copper. In response to the new situa- 
tion, certain new investments have already been announced, and substantially 
increased production seems probable. 


III. IRON ORE 


High-grade iron ore deposits occur in north-central Chile. Commercial ex- 
ploitation is carried on by one giant and many smaller firms. Production has run 
between 2 million and 3 million tons per year, but has recently shown some 
tendency to decline. 

Bethlehem Chile Iron Mines Co. is the one very large producer. Its El Tofo 
mine is now exhausted and will be replaced next year by a new mine, El 
Romeral. The latter is expected to produce about 1 million tons of ore per 
year for the next 20 years. Open-pit mining is involved and a thoroughly 
mechanized operation will transfer the ore from the deposit to the ore vessels 
calling at Guayacén. 

The smaller prducers work readily accessible deposits and a considerable ac- 
cumulation of float ore. Their product tends to be premium grade, high in 
iron content and low in sulfur and phosphorus. The major problem is the 
considerable handling required in the transport, loading and shipment of the 
ore. 

IV. COAL 


Chile produces something upward of 2 million tons of coal annually. The 
low grade thereof necessitates the importation of some foreign coal, roughly 
200,000 tons, nearly all of which goes into coke for the steel industry. At pres- 
ent, the single major steel producer, Cia. de Acero del Pacifico, is utilizing a 65- 
percent domestic—35-percent imported coal mix in its operations. 

Although coal is widely distributed over southern Chile, most of the known 
exploitable reserves lie under the coastal waters of Arauco Province. These 
are old mines whose shafts penetrate far under the Gulf of Arauco. Although 
their reserves are substantial, increases in production require extensive and ex- 
pensive mechanization. Financing is sought for this purpose, but price control 
has narrowed the industry’s profit margin and tended to discourage investment. 
At the same time, some observers feel that Chile’s natural endowment favoring 
hydroelectric power development, the recent completion of its Cone6n refinery, 
the dieselization of its railways, and other factors imply that the further in- 
dustrialization of the country can proceed without a corresponding increase in 
coal consumption. Even to maintain current production levels, however, the 
coal industry will probably soon be faced with the necessity for sizable capital 
investments and the need to develop some new deposits. 


V. PETROLEUM 


Chile is not an important source of petroleum. It does produce oil in the far 
southern part of the country however, and steadily increasing production has 
now reached about 8,000 barrels per day. Formerly Chilean crude was ex- 
ported to Uruguay against payment in dollars, but effective with 1955 it began 
to be absorbed by the country’s own newly constructed refinery. 

Production and refining of oil are reserved to the Government by law. A state 
enterprise, Empresa Nacional del Petroleo (ENAP), carries on this activity 
but lacks the necessary funds for large-scale exploration and development. The 
executive branch of the Government has recently indicated its intent to propose 
legislation which would permit private capital, either domestic or foreign, to 
participate in petroleum exploration and production. 
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A petroleum refinery has just been erected near Valparaiso at Concén. This 
is operated by ENAP with a topping capacity of 20,000 barrels per day and a 
cracking capacity of about 8,000. Production goals for 1955 were set at: 470,- 
000,000 liters of gasoline, 110,000,000 liters of kerosene, 120,000,000 kilos of diesel 
oil, and 270,000 kilos of fuel oil. Since construction of the refinery, the laying 
of an 8-inch pipeline from Concén to Santiago is under consideration. 


VI. MOLYBDENUM 


The Braden Copper Co. is Chile’s only producer of molybdenum. Its produc- 
tion is in the form of dry concentrates, 96 percent MoS:, averaging about 58 per- 
cent contained molybdenum. Molybdenite output for 1955 seems likely to total 
about 2,500 short tons. 

VII. MANGANESE 


One large and a considerable number of small firms produce manganese in 
Chile. Production is centered in the region known as the Norte Chico and par- 
ticularly in the Province of Coquimbo. Annual output may be estimated at per- 
haps 50,000 tons but is sensitive to market conditions. Part of the product is 
consumed by the domestic ferromanganese industry, and the balance is exported. 


VIII. RADIOACTIVE MINERALS 


Radioactive minerals have been much discussed in Chile and draft legislation 
was once proposed which would have established state control over all deposits 
and sales of uranium. While indications of radioactive materials have been 
widely encountered, the lack of trained personnel has made for slow progress 
toward any systematic exploration program. On June 20, 1955, an agreement 
covering the peaceful uses of atomic energy was initialed in Washington by 
representatives of the United States and Chile. Since then, draft legislation has 
been submitted to the Chilean Senate proposing the establishment of a Chilean 
Atomic Energy Commission. Among the proposed functions of this body is the 
organization of a comprehensive prospecting program for radioactive substances. 


Chilean great mining industry copper production 


{Metric tons] 





: } 4 
Anaconda properties Kennecott properties 


} Total es a aici ree 


| jAnaconda} 


Electro- Blister 


| 
Chilex | Andes | Braden 
~ | 
| 


Fire | p;. | Total 
| refined | Blister | Braden 


Blister 


UR oa ca ame 221,106 | 59,570 | 280, 676 | | 126,239 | 406, 915 
Pe hos aetna noth ee 2 | 207,999 | 68,329 | 276, 328 149, 603 | 425, 931 
IIs ieee ceeds oa | 174,178 | 49,362 | 223, 540 127, 148 | 350, 688 
1950... ae 156, 331 | 46,295 | 202, 626 143, 756 | 346, 382 
1951... - — | 163,555 | 41,535 | 205, 090 P 155, 898 | 360, 988 
1952 se 151,191 | 47,131 | 198,322 168, 195 | 366, 517 
ee ee ae | 67,983 | 157,479 | 41,245 | 198,724 127,733 | 326, 457 
1954.......-.-----.--| 109,897 | 76,319 | 186,216 | 38,335 | 224, 551 98, 322 | 322, 873 


1955: | 

January .......-. 12, 161 7,082 | 19,243 3,970 | 23,213 9, 306 ’ 2, 076 35, 289 
February | 12,577} 6.939 | 19,516| 3,657] 23,173 | 8,60} 3, , 87: 35, 045 
March...._.-__-| 11,409 | 7,493 | 18,902 | 3,716] 22,618 | 9,440| 2,72: 2,165 | 34,783 
April............ 16,187 | &0¢ 18, 200 3, 582 21, 782 | 11,840 . | 3,154 | 34,936 
WOO sic 5a | 10,980 | 7,105 18,085 | 3, 405 21,490 | 12,141 ’ 3, 65 35, 140 
June ____- , 12, 394 7,614 20, 008 3, 200 23, 208 9, 818 s »! 34, 622 





January-June 1955: 
Total 69, 678 | 44, 276 113, 954 | 21, 530 135, 484 | 61,195 209, 815 
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ExuHrsit EB 


DATA ON UNITED STATES OPERATIONS MISSION 









I. United States mission: 
A. Ambassador: Willard L. Beaulac. 
B. Director, United States operations mission: Albion W. Patterson. 
©. Servicios: 
1. Departamento Cooperative Interamericano de Obras de Salubridad 
(Health). 
2. Departamento Teenico Interamericano de Cooperacién Agricola (Agri- 
culture). 
8. Servicio de Cooperacién Tecnica Industrial (Industry). 
D. Organizations under contract : 
Contractor—University of California: 
Effective: June 30, 1954. 
Amount : $150,000. 
Type of work: Agriculture. 
E. Number of mission personnel : 
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pr I gd eee cumamnnnl 






De Ce ac inn rdesedakawensianeens 









F. Date of point 4 agreement: January 1951. 

II. FOA program objectives: 

Provide a coordinated program of cooperative technical assistance with the 
Chilean Government to improve the country’s economic strength in the most 
pressing fields of activity. Primary objectives are to counteract inflation, increase 
domestie production of essential foodstuffs in short supply and thus strengthen 
Chilean foreign exchange position, and assist in more effective utiliation of 
uatural and capital resources to create more favorable climate for private 
investment and sound industrialization. 

(a) Agriculture.—Increase food supplies by increased grain production ; live- 
stock improvement; soil and water conservation; organization of machinery 
pools for land preparation; formulation of plans for broad development pro- 
grams in selected areas integrated with programs in the other fields of activity 
and those of the Chilean Government; and training in the United States and in 
Chile in capacities connected with the overall program. 

(b) Industrial development.—Improvement of productivity in small and 
medium industries; encouragement of local and private United States investment 
in Chilean industry; training of Chileans from labor and management in the 
United States and in Chile in methods and procedures of industrial organizations. 

(c) Health and sanitation.—Effective and efficient operation of health facili- 
ties; improved industrial hygiene program; enlarged scope of environmental 
sanitation activities; and training in the United States and in Chile in fields 
of activity relating to the program. (The Chilean Government is assuming 
increased financial, administrative and technical responsibilities in the opera- 
tion of this program.) 

(d) Other programs.—Aid in development of low-cost housing plans and 
methods of construction; improvement of public administration; aid in making 
seological studies and mapping mineral resources; commencement of aid to 
Chilean Civil Aviation; and aid in planning and constructing farm-to-market 
roads. Training in the United States and Chile in all activities related to the 
program. 
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III. Net activity (as of March 31, 1955) : 


{In thousands of dollars} 
































Fiscal years 
1952 1953 1954 1955 1956 
Technical cooperation: ; 
ON ihe dant isitdstidgemecddphs tah pialeeihnabsedigniogsbismiall> oo teimteauntun y 
NE inn ccnocdettadimiickdnneaanaaise 1,179 1,312 1,311 ‘ 
Obligations_.......--- 1, 100 1, 287 1, 404 q 
Expenditures 317 1, 704 482 , 
Estimated host country contributions: 
Equivalent United States dollars...........--.-.-- 2, 346 2, 815 2, 547 2, 325 3, 035 
Se SOE Fe SN ii cncpaaniincnasnntencscneveses (i) (i) 2, 534 2, 325 2, 976 
1 Not available. 1 PI 
y . Sees tape i : Agric 
IV. Program fields of activity: aa 
q Indu 
[In thousands of dollars] a ‘Tran 
iglesia emesis: iene iia aati 4 Labo 
Heal 
Fiscal years a Educ 
_ . Publ 
. Com 
1954 actual 1955 esti- {1956 proposed we 
mated to Congress Gene 
aieiasiiameeil tactical cc cane aa a Othe 
Technical cooperation: 
Agricultural and natural resources. ........-.....--------- 644 | 802 1, 005 
BROGSGI) BING GANNON sos pc doeensicss~nesecceceswuasasess 309 318 336 
SI cc mkianuns | 230 350 346 ei 
a ee ge gp I EE LI LN 35 52 133 Zz E 
APRON onde imabtndsceendaen cba ctdhpemmnpececes | 3 64 155 28 
RR G25 aac ecna ia aatmncneiedsocupaleceatnn tess ode 121 22 150 
General and community development. -.-..-.-...........--- 64 171 201 
QUE CIOs i cc can eth ind ice cideientckds snetenstogedunond + 25 29 
iS ide aS. Oe A 1, 410 | 1, 804 2, 365 
V. United States and IBRD capital: 
[In millions of dollars] 
| Calendar years 
1950 1951 1954 1955 } _— 
| 1952 1953 Chi 
rr | cee | eens aces fee apenas a Chi 
Chi 
Export-Import Bank disbursements..............-.--- 37 3 6 5 De liédeano 
pen GINA Tivmcidwe ob -ptemerinncedenmcchaes 2 2 5 3 DO Talat 
United States private investment (net): Chi 
New direct investment... .........-......52...-.. 20 40 37 Be Bee aed nado cts : N 
Reinvested subsidiary earnings. -.............---.- (®) 3 3 aes 
Book value of United States direct private invest- a — 
SOIT iceqanaeranernemineuiccncidanondaaniaateakinenined 540 583 623 WEP BE Siscastl cs cti<es 





1 Undisbursed Export-Import Bank balance, Dec. 31, 1954, $1.3 million. 
2 Undisbursed IBRD balance, Dec, 31, 1954, $19.5 million. 
3 Less than $500,000. 





1 Adjustments in obligations subsequent to close of fiscal year are not distributed by 
field of activity. 
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Exurisir F 


Fiseal year 1956 program plan, technical cooperation, Latin America—Program 
comparison sheet—Chile 


[In thousands of dollars] 





Unliquidated obligations 


| Cumula- | 
tive obli- | 
gations 

through | 
June 30, | 


tions, 
fiscal 
year | 
1955 


Prior 
to Fiscal 
fiscal year 
year 1955 
1955 


mated 
level of 
imple- 
menta- 
tdon 


Approval 
for 
program 
plan 


Presen- 
tation 
to Con- 
gress 


Title of activity 
Total 
1955 





PROJECT ASSISTANCE 
Agriculture and natural 
resources 
Industry and mining -__--- 
Transportation 


2, 288. é 
703. 3 
118. 

85. & 

Health and sanitation - - 1, 130. § 

Rducetios.......s.5...- : 14. 

Public administration ___-__| 397. 8 

Community development, 
welfare, housing 

General and miscellaneous 

Other | 





-BONND - 





LS. 
642. 
153. 2 
Total, project assist- 


ance 1, 660.9 |2, 019. 1, 997.6 


Reduction for 45 expenditures in transit; undistributed. 


2 State support costs, 


EXHIBIT G 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, 
WASHINGTON, D. C. 


Lending operations to date in Chile 


{Expressed in United States dollars} 


Borrower 


hile (guarantor) Fomento & Endesa_--- 
» (guarantor) Fomento--.-......-.--- : 


guarantor) Fomento 


Oct. 10, 


Date 


Mar. 25, 1948 
gc Dc 
1951 


Purpose 


Electric power development 
Agricultural machinery 


Exploration and use for irriga- 


Amount 


$13, 500, 000 
2. 500. 000 
1, 300, 000 


water | 


tion of underground 
resources. 
Construction of paper and pulp | 


mills. 


Chile (guarantor) Fomento and Cia} Sept. 10, 1953 20, 000, 000 


Manufacturera de Papeles & Cartones. | 
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ExuHisit H 
DEPARTMENT OF STATE, INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM 
CHILE 


Principal officers: Willard L. Beaulac, American Ambassador; Albert Hark- 
ness, Jr., Public Affairs Officer. 


AUTHORITY AND SCOPE 


The Department’s educational exchange program with Chile has been in op- 
eration since 1939. It is authorized under Public Law 355, 76th Congress, and is 
presently financed from dollar funds appropriated under authority of Public Law 
402, 80th Congress, the Smith-Mundt Act. During the past 5 years 70 grants 
have been made to Chileans for study, teacher education, and consultation in 
specialized fields in the United States. At the same time, 19 grants enabled citi- 
zens of the United States to go to Chile for study and lecture assignments. 

From fiscal year 1955 funds, $65,239 has been obligated for grants to Chileans 
including 10 leaders and 13 students; and to 2 lecturers and 2 students from the 
United States, $83,888 has been provided for 24 grants under the fiscal year 
1956 program. 

CONTRIBUTION 


Chile, with her prevailing copper economy, is faced with problems of inflation 
and Communist efforts at infiltration into labor unions, schools, and colleges. At 
this time it is vital that an adequate exchange program must be maintained. 
Among projects conducted under the educational exchange program which have 
proved particularly useful to Chile as well as to other Latin American countries 
has been the Latin American journalist project initiated this year, for leading 
newspapermen. Success of the journalist project and of cultural performances 
have contributed to good relations between our countries. Under the President’s 
emergency fund for international affairs, Porgy and Bess was presented at 
Santiago in August and Ballet Theatre performed there in September of this 
year. 

On March 31, 1955, an agreement was signed for a Fulbright program with 
Chile. Accordingly, a request has been made by the Department to the Bureau 
of the Budget for funds under Public Law 480, the Agricultural Trade Develop- 
ment and Assistance Act, to provide for the program. 
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UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 





THURSDAY, OCTOBER 20, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
La Paz, Bolivia. 

The subcommittee met at 9:40 a. m., in the American Embassy, La 
Paz, Bolivia, Representative Porter Hardy, Jr. (chairman of the sub- 
committee), presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Also present: Hon. Gerald A. Drew, United States Ambassador to 
Bolivia; Eugene A. Gilmore, Counselor of Embassy; Cornelius H. 
Zondag, Acting Director, United States Operations Mission ; Charles 
E. Harner, public affairs officer; Hewson A. Ryan, cultural affairs of- 
ficer; Herbert B. Leggett, economic officer; Dr. George Adams, head 
of Health Servicio; William H. Ketner, special assistant to United 
States Operations Mission Director; Elton M. Smith, head of Agri- 
cultural Servicio; Dr. Thomas A. Hart, head of Educational Servicio; 
Harry T. Dunkelberger, regional public administration adviser; John 
L. Ohmans, Chief of Political Section; John W. Isaminger, vice 
consul; Myron H. Schraud, consul; Edward Marasciulo, United 
States Operations Mission program officer ; and Martin G. Ryerson, ad- 
ministrative officer. 

Subcommittee staff members present: Maurice J. Mountain, sub- 
committee counsel; and Walton Woods, staff investigator. 

The chairman called the meeting to order and recognized Mr. 
Gilmore. 


STATEMENT OF EUGENE A. GILMORE, COUNSELOR OF EMBASSY, 
LA PAZ, BOLIVIA 


Mr. Gumore. The Ambassador has been delayed and will not be 
here until later. I would like, Mr. Chairman, first to be sure that we 
all know each other. Here we have assembled this morning the officers 
of the Embassy, and USIS, who are best in a position to answer ques- 
tions that you may have concerning our program here. 

I would like to take a moment to introduce those who are going to 
appear on the program and also the others. 

Now, so far as the Political Section is concerned, I would like to 
introduce Mr. Ohmans, who is chief of the Political Section. 

The Economic Section is represented by Mr. Leggett. 
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The Administrative Section is represented by Mr. Ryerson, and the 
USIS operations by Mr. Harner here and Mr. Ryan, the cultural 
affairs officer; Myron H. Schraud, the consular officer; and Mr. John 
W. Isaminger, of the Political Section. 

Now, I would like to introduce Mr. Zondag, the Acting Direetor of 
point 4, and I wish he would introduce the people of his shop. . Mr. 
Smith of the Agricultural Servicio; Dr. Adams of the Health Ser- 
vicio; Dr. Hart, the head of the Educational Servicio, and Mr. Dunkle- 
berger, regional public administration adviser, USOM, who will give 
a few words on USOM operations. 


STATEMENT OF HON. GERALD A. DREW, UNITED STATES AMBAS- 
SADOR TO BOLIVIA; EUGENE A. GILMORE, COUNSELOR OF EM- 
BASSY; CORNELIUS H. ZONDAG, ACTING DIRECTOR, UNITED 
STATES OPERATIONS MISSION; CHARLES E. HARNER, PUBLIC 
AFFAIRS OFFICER; HEWSON A. RYAN, CULTURAL AFFAIRS OFFI- 
CER; HERBERT B. LEGGETT, ECONOMIC OFFICER; DR. GEORGE 
ADAMS, HEAD OF HEALTH SERVICIO; WILLIAM H. KETNER, 
SPECIAL ASSISTANT TO UNITED STATES OPERATIONS MISSION 
DIRECTOR; ELTON M. SMITH, HEAD OF AGRICULTURAL SERV- 
ICIO; DR. THOMAS A. HART, HEAD OF EDUCATIONAL SERVICIO; 
HARRY T. DUNKELBERGER, REGIONAL PUBLIC ADMINISTRA- 
TION ADVISER; JOHN L. OHMANS, CHIEF OF POLITICAL SECTION; 
JOHN W. ISAMINGER, VICE CONSUL; MYRON H. SCHRAUD, CON- 
SUL; EDWARD MARASCIULO, UNITED STATES OPERATIONS 
MISSION PROGRAM OFFICER; AND MARTIN G. RYERSON, AD- 
MINISTRATIVE OFFICER 


I would like to take a few minutes to sketch the background of the 
political situation as we see it here. I am not going to talk at any 
length concerning the economic and social situation because Mr. Zon- 
dag will cover that in a moment. 

Bolivia has had a very checkered political career. In the decades 
since it became an independent country in 1826, they have had a new 
government on the average of about every 2 years. The most recent 
revolution occurred in April 1952, at which time the present regime 
came into power. It is based upon a rather broad political organiza- 
tion known as the MNR, which was founded about 15 years earlier. 
The MNR isa party that originally had a good many Fascist charac- 
teristics. It collaborated for a time with the Villarroel administration 
from 1943 to 1946. It was driven into exile by the popular uprising 
that resulted in the assassination of President Villarroel in July 1946. 
It won an election in May of 1951. At that time there were 6 candi- 
dates of which the leader was President Paz Estenssoro, who polled 
150,000 votes. He was about 40,000 ahead of his nearest competitors 
out of a total vote cast of 250,000. The electorate at that time was 
very rigidly restricted by property, literacy, and other classifications, 
and because the Bolivion Constitution provides that the successful 
candidate must have an actual majority of the votes, the result of that 
election was thrown into the Bolivian Congress. The outgoing party 
who was still in power decided to try and set it aside. There was a 
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period of political jockeying for about a year, and in April 1952, the 
MNR staged a popular revolution and with the principal help of the 
miners, defeated the Army and took over control of the Government 
in April 1952. 

Now their policy has been primarily to diversify the economy. 
Bolivia’s greatest problem from the economic standpoint has been 
that about 95 percent of its exports are derived from the products of 
the mines, principally tin. Tin accounts for around 70 percent, and 
the other 25 or 30 percent is made up of miscellaneous other minerals. 
Consequently, they have been very much subject to all of the vicissi- 
tudes that the international metal market is subject to. The Bolivians 
have not been self-sufficient in foodstuffs. The policy of previous 
administrations was to concentrate on the development of the mining 
industry to the neglect of other things. Consequently, the MNR has 
had one main objective and that is to diversify the economy. 

First, they nationalized the mines about a year after the revolution. 
The second thing was to bring into effect a much needed reform in 
land tenure here. And in August 1953, they passed a sweeping decree 
which limited the individual holdings, expropriated those that ex- 
ceeded it, and provided for a redistribution of the land te the people 
who were actually working it on a compensation basis. 

Those two things are, I think most people will agree, the major 
accomplishments of the MNR regime to date. The implementation 
of the agricultural reform bill is proceeding slowly and with a certain. 
amount of pain and anguish because they lack the administrative 
setup to do a really first-rate job on reissuing titles to land and re 
surveying land. There was, in rural districts, a certain breakdown 
of authority which has caused quite a bit of a problem. 

On the nationalization of the mines, it isn’t 100 percent. It applies 
only to the property of the three big mining groups which, however, 
account for a very substantial percentage of the total output. They 
are in the process of negotiating a settlement for the properties. 
They are currently paying about 2 or 3 percent of the output on 
account. But the total value of the property is still under negotia- 
tion and has not been determined. 

There has been a breakdown of labor discipline in the mines, and 
a fairly substantial decline in mineral production. That is cur- 
rently one of the aspects of the economy that is giving the Govern- 
ment most concern. They are having to subsidize tin production 
at the rate of about 5 billion bolivianos monthly at the present time 
because the actual cost of production, given the breakdown of labor 
discipline and other factors, is about, we estimate, $1.39 per pound, 
as compared with the current market of 94 cents a pound. 

Check me on these, will you, Mr. Leggett ? 

Mr. Leecerr. I will. 

Mr. Gitmore. The result is an inflationary pressure here, since that 
deficit is being met by putting new central banknotes into circulation, 
which has been increasing in the past 2 months. 

Now, I haven’t talked about the effects of our program on this ‘ic- 
ture, but just before I turn this over to the next speaker, I want to 
add that the gap of Bolivia’s balance of payments is of the order of, 
for fiscal 1956, we estimate, about $35 million. Now we are putting 
about $20 million in to meet that and the other $15 million is coming 
from miscellaneous sources. As our policy here is to see that the 
73434—56——26 
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inflation doesn’t get completely out of hand, we have got to continue 
to meet that gap in the Cainer of payments until such time as pro- 
ductivity, under the policies that the International Cooperation Ad- 
ministration is following, rises to the point where they can cut down 
on some of their food imports 

I'd like to stop there. Would you like to go into questions, now‘ 

The Crairman. I have 1 or 2 questions which you anticipated. 
The breakdown of labor discipline and the drop of production in the 
mines—is that connected? Are they able to do anything about it/ 

Mr. Gitmore. It’s a difficult situation to correct because of the 
veculiar political setup here. ‘The revolution was engineered largely 
- miners and they are organized in what is known as the Central 
Obrero Boliviano. They still have the arms and still represent the 
effective force in this Government. The other forces are the Army, 
which was virtually destroyed by the revolution of 1952 and is now 
being reconstituted, and the Carabineros, a small civil police force in 
various parts of the country. By and large, it is probably true that 
in a showdown the armed civilian militia, comprised principally of 
miners, are the ones who can control this situation. The COB, which 
is their organization, has insisted that they have labor interventors in 
each of the nationalized mines and these labor interventors concern 
themselves not only with the problems of the workers, but general 
managerial problems, and they tend to resolve these questions in terms 
of what mill es popular with the workers, rather than what should be 
done to keep the mines operating. 

The NMR high command is very conscious that this production 
has got to be brought back. They have recently been engaged in a 
propaganda campaign to impress upon the mining groups the neces- 
sity of stepping up production. They have passed a decree to encour- 
age the owners of small and medium-sized mines, whose establish- 
ments have not been nationalized, to step up production by giving 
them a more favorable break on the exchange that is paid for their 
products, but until this situation is solved, it looks to us as if it’s 
going to be rather difficult to reestablish the kind of discipline in the 
mines they have got to have. 

The CuarrmMan. You spoke of $20 million we were putting in. Just 
what is that ? 

Mr. Gitmore. The gap in the balance of payments arises from the 
difference between their necessary importation and their exports. 

The Cuarrman. That is your foreign trade balance / 

Mr. Gitmore. Yes. The difference between their necessary imports 
and what they are able to earn by the sales of their products abroad. 

The Cuairman. That is your foreign trade balance which is af- 
fected more by their exports of tin than any other commodity ? 

Mr. Gitmore. That's right, and the necessary imports of food. 

The Cuarrman. So the net effect is that the $20 million we are 
putting in to bring in balance their exports and imports is, in effect, 
subsidizing inefliciency of production ? 

Mr. Gitmorr. Well, we are having to buy time here. 

The CuamrMan. That may be. I am not getting into that phase 
of itnow. Iam trying to understand what the real effect is. 

So we have an inefficient production; an uneconomic operation con- 
tributed to by the nationalization of the mines and controlled by the 
people who brought about the nationalization of the mines but, never- 
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theless, the effect of our economic aid is to balance off the inefficiency 
of production. 

Mr. Gitmore. Well, I think that is too narrow a way to look at it. 
We are engaged here in a program to reduce their dependence upon 
mineral output. We hope to be able, by 1960, to cut the deficit, per- 
haps in half; at least on food imports, and while, of course, this 
situation in the mines is giving everyone a great deal of concern, in- 
cluding the Government, the alternative to eliminating United States 
aid at this point would be to lose all of the gains that have occurred. 

The Cuairman,. I think you might make a pretty strong support for 
that point of view. And it seems to me that to approach the thing 
from the standpoint of reducing their import requirement by increas- 
ing their own agricultural production would prompt a sort of balance 
of their foreign. trade. But it wouldn’t do anything to help this un- 
economic mineral production. The reduced efficiency in produc- 
tion—and if that gets worse, to a certain extent at least—reduced 
imports would be offset by still lower production of minerals, is that 
a possibility ¢ 

Mr. Gitmore. Well, you've got to assume, I think, that the situation 
in the mines is going to shake down in another year or two. The 
pressure that the MNR is putting on the COB at the present time, it 
is largely a process of education I would say. These syndicate lead- 
ers who participated in the revolution, let’s be frank, were largely 
motivated by Marxist ideology. They had very little conception of 
the realities of the business they would engage in. Now that they have 
got the thing entirely in their own hands, they are gradually learning 
some of the tacts of life about what is necessary from a manageri: al 
standpoint to keep these mines going. And all we can do is to express 
the hope that just as in our own labor movement, in times past, I 
think you can see an increase in responsibility on the part of labor 
leaders. 

The Cuatrman. We had to go through some rather drastic legis- 
lation—at least some people think so—to bring that about. 

Mr. Giumore. I think there is that possibility here. However, 
there has got to be a shift of the balance of force. 

The Cuatrman. I don’t mean to minimize the problems. I think 
we see that. TI just hope that your hope is not a forlorn one. 

Mr. Gitmore. I'd like next to call on Mr. Harner, the public affairs 
officer for the Embassy. 

Mr. Harner. As Mr. Gilmore has indicated, one of the problems 
which faces us here is the fact that there has been Marxist ideology 
among many leaders in the labor movement. ‘That ideology is some- 
thing “which the United States Information Service here has set as 
one of its goals of correcting. Through a process of education, we 
feel that some of the trends which have given us difficulties can be 
changed. I believe we are succeeding to some extent, in a very small 
way at first, here, in changing these ideologies. In recent weeks, the 
Government newspaper, La Nacion, has become a close collaborator. 
They have been assisting us in running a series of articles on the 
operation of point 4 in ‘this country, they have used our biweekly 
supplement, Noticias de America, ‘which again describes point 4 
operations: as a commercial supplement to the newspaper—distribut- 
ing 30,000 copies biweekly, free of charge to us. That supplement, 
hy the way, is used throughout the country wherever there are news- 
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9008, they carry them free of charge for us. We have found that 

various Government leaders on the ¢ ultural side have been ¢ ooperat ing 
with us very thoroughly in the last 2 months. On one occasion we 
gave an art exhibit here of famous American paintings, prepared by 
the USLA, and the cultural director of the city made the major speec h, 
explaining that the United States was much more than a materialistic 
nation, had a lot of art and culture, and had brought art and culture 
to other nations. He also said that in America there was a oneness 
of democratic culture. It came as a pleasant surprise to us. 

There seems to be developing an atmosphere of cooperation which 
had been noticeably lacking until recently. One of the main reasons, 
we believe, for this change in attitude is the fact that we have been 
able to publicize the operations of point 4 here in such a way that the 
public, working from the little people up, is starting to grasp the fact 
that the U nited States is seriously attempting to assist the economics 
of Bolivia. This, despite a constant stream of assertions in Com- 
munist publications and by Communist speakers that the United 
States does not want to see Latin America industrialized—that we 
want to keep Latin America as a source of raw materials only. That 
has been the Communist line for some time and I think here we are 
cracking that line to some extent. It’s a slow process; we-have run 
into difficulties in the mining areas where definitely the boys on the 
other side do not like to see us come in and say the United States is 
the friend of the Bolivian citizen. I should like to ask Dr. Ryan, 
our cultural officer, to tell a bit of our exchange of personnel program 
here. We are keeping this just as short as we possibly can. 

Dr. Ryan. I want to review very rapidly what Mr. Gilmore pointed 
out, which is the longstanding and deep infiltration of the Marxist 
thought pattern in intellectual and labor circles here. That is our 
biggest problem, in breaking down some 2) years of Marxist domi- 
nation of the universities and I think also a very strong influence in 
the normal schools—teacher training institutions—and in the labor 
circles. They have been brought up on the class struggle and Lenin’s 
theory of imperialism as the ‘last stage of capitalism and so on; so 
in attempting to reach the basis of this, we are starting out on a very 
intensive program of educational exchange here. We are attempting 
this year to bring in American professors, particularly in the field of 
social sciencies and economics. We are, at the present time, nego- 
tiating with the University of San Andrews here in La Paz to have 
extension courses for adults and labor leaders taught by American 
professors during the coming school year. We are also sending a 
group of Bolivian Normal University teachers to the United States 
for a seminar in modern concepts of education. We will take them 
to a Spanish speaking normal school in New Mexico and a short tour 
of educational training institutions in the States, attempting to reach 
the middle level of teachers. We are also reac hing young people pre- 
paring to be teachers and have a large program in leader grants. 

Many of the people we have inv ited have been Marxists and have 
had Marxist backgrounds but we have been able to get some to the 
States and show them a true picture. We have also a large program 
of assistance from American colleges through the Institute of Inter- 
American Education. There are 12 students in the States in various 
training stages. We also have a program for teen-agers. We man- 
aged to find ‘voluntary families in the States who will take in a teen- 
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ager from Bolivia for a 9 months’ course in high school. The only 
cost to us is the transportation from here to the States and back. 

So we are hard at work on a difficult problem, but we are 25 years 
behind the Leftists on this. It’s a long-range program and if we 
keep it up for 5 or 10 years we can show some very substantial prog- 
ress. That’s about it. 

Mr. Gitmore. That’s as much as we intended to say, formally, on 
the USIS program, Mr. Chairman. 

The Cuairman. Just a minute, before we go on. I think this 
probably is more closely related to the economic discussion you pre- 
sented awhile ago. It came to my mind in Mr. Ryan’s discussion. 
In publicizing our efforts and our interests in building up industrial 
output in Bolivia, of course, I suppose that the efforts we are making 
are through the ICA program. Maybe I'll defer that until we get 
tothat. I take it, Mr. Harner, that you have a close liaison with the 
ICA people with respect to informational material / 

Mr. Harner. We try to be part of their operation. Recently, ICA 
instituted its roads servicio here, a matter of the cooperation between 
the two governments in the maintenance and construction of roads. 
We worked with ICA in the complete planning of the production of 
this operation to the public and stayed with it all the way through. 

The CHarrMAN. You mentioned a large quantity of supplements 
to the newspaper / 

Mr. Harner. Oh, yes. To start with, the supplement is our own, 
Noticias de America. 

The CHarrman. Is it identified as such? 

Mr. Harner. Under the law here we do have to identify the origin 
of anything, but it is actually identified in the public mind with the 
newspapers that distribute it. 

The Cuarrman. How do you distribute those additional copies ? 

Mr. Harner. We send them to our five USIS offices around Bolivia. 
There our local employees see to it that the local newspapers get them 
to distribute as an insert. 

The Cnarrman. So that would give you good newspaper coverage 
every 2 weeks / 

Mr. Harner. That’s right. 

The CHairman. But only to the people who read newspapers ? 

Mr. Harner. That’s right. 

The Caiman. What is your percentage of literacy 4 

Mr. Harner. Extremely low. We are able to reach only 30 percent 
of the Bolivian public in Spanish. 

The Cuairman. Apparently, the group of people that are most 
affected in this situation are the miners. How many of them can 
read ? 

Mr. Harner. We go after them with motion picture showings. We 
have projectors and projectionists in all the mining areas. We have 
mobile units that go into some of the mines. Motion pictures are one 
thing that an illiterate person can understand. Since not all the 
Ininers speak Spanish we are sii sound-tracks in Quechua and 
Aymara. We are making a string of films in Quechua and Aymara 
for the benefit of the people who cannot understand Spanish. It is 
a rather difficult proceeding. 

The Cuarrman. If they still have to read that, it doesn’t help. 

Mr. Harner. No. 
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Mr. Ryan. We change from the Spanish sound-track to one of the 
Indian dialects. 

The CHarrman. What kind of coverage do you think you are 
getting with it? 

Mr. Harner. We are covering, I should say, 80 percent of the miners 
with our motion pictures. 

The Cuamman. Well, that is very interesting. 

What about radio? 

Mr. Harner. It’s a tremendous problem because of the terrain of 
Bolivia. You can’t use one big station to cover the country; you’ve 
got to use little stations. You can’t use only Spanish; you have to put 
on your programs in Indian dialects and since they do not have power 
24 hours a day, you’ve got to put on the programs when the little local 
villages have their power on; which is when they turn on their gener- 
ators. The diesel-engine generators are turned on only when it gets 
dark, because you don’t need electric ‘ity in the daytime. 

The CHarrman. What is the percentage of r: adios? 

Mr. Harner. Very small. You’ve got to find out who has them. In 
some towns they have a public radio in a public place, and the towns- 
people gather around to listen to them. 

The CHarrman. But by and large it is not too good a medium ? 

Mr. Harner. That’s right. We are about to open a survey to find 
out just where we should go with radio. 

The Cramman. Thank you. 

Mr. Meaper. I wonder if we have in our record the number of 
people in the exchange programs and the cost of them ? 

Mr. Ryan. I can give you that. 

(The information requested follows :) 
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Mr. Gitmore. If there are no further questions, gentlemen, Mr. 
Zondag will give us a brief talk on point 4 activities. 

The Cuatrman. Thank you, Mr. Gilmore. 

Mr. Zonpac. Gentlemen, as you know, I am the ICA mission econo- 
mist and am acting in the absence of Mr. Powell, who was called to 
Washington on business. I’d like to discuss this only briefly and with 
the aid of some maps. 

The Bolivian problem I think can be divided into three parts. It 
is sociological, political, and economic. I think we should stress that 
the economic problem is a result of the other two. We have had this 
problem with the Indians, who for years and years and generations, 
did not form a part of the economy. They sit here on the altiplano, 
have their subsistence agriculture, and are completely apart from the 
rest of the country. This chart will show you the different groups of 
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Indians: Quechuas, Aymaras, and mixed groups. These people in 
their original language don’t understand each other. If tomorrow you 

want to say eoodby to the Bolivians you can say it in many different 
languages. Even in town here they often don’t understand each other 
if they don’ t have command of two languages at least. We have a spe- 
cial problem with these people here, now that there has been an 
agrarian reform. There have been some land reforms before, but 
this is a new one. They are completely suspicious. If you give them 
title to the land, they wonder why. For they know that this has been 
done before and the land was again taken away from them later on. 
They are still extremely conserv rative. They are not much interested 
in moving down to the low country ; they want to stay on the altiplano. 
Of 314 million Bolivians, most of them are concentrated on the high- 
lands, where the Indians are. They came down during the Chaco War 
and came back up. They don’t like the hot climate. It is quite a social 
problem to integrate these people and bring them into the economy 
of the country 

The second ‘problem I'll be very brief on. That is the question of 
the political balance. What can the Government do? How much 
power does the Government have? It is trying to strike a balance 
between the right and the left. 

As to the economic problem, I'd like to show you a few maps and 
charts: Subsistence agriculture is the backbone of the nation, but this 
small group of miners is very important as a political force and be- 

‘ause they have dynamite and know how to handle it. I have been told 
that 30,000 miners all carry 3 sticks of dynamite and can blow up 
La Paz. I don’t believe it. They carry them at work, but not all at 
the same time. I don’t have to elaborate on that. 

The Cuarrman. What percentage of the miners are Indians? 

Mr. Zonpac. A large percentage—but I must say if you see them, 
they are the better type of Indian. You can discuss a lot with them, 
whereas with the peasants you have no contact. I was quite impressed 
with these people in the mines. For example, I asked them: “What 
about this problem of becoming farmers again.” They said, “Look, 
you work for a salary, so do we. We can’t become a farmer ‘because 
if we get all that money at once, once a year from selling crops, we'd 
be lost since we can’t handle all that money.” For people who work 
and live more or less at primitive levels, I think that is very intelligent. 

What do we do about this problem ? 

Our first approach has been health, education, and agricultural ex- 
tension in order to attack the social problem. I think you can prove 
that this is a social problem because if we could bring in a different 
gue of people, say you could bring in Texans or Swiss or people 

rom Vermont, you would see quite some change in about 10 years. 
It would show you that the economic problem definitely has a socio- 
logical basis. 

About the political problem and how we have been approaching it: 
We have used persuasion, seeing what the Government could do in 
the way of establishing more disci dline, giving better prices to pro- 
ducers, etc.; that has been rather difficult. Our Director, Mr. Powell, 
works very closely with the President and the Government. We have 
had some good results on that. I think the Government is now grad- 
ually going to the right and making statements which, about 2 years 
ago, it couldn’t have made. 
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This is the mining situation here. Here are the major minerals. 

(Mr. Zondag showing new chart.) 

Tin, silver, gold, and so forth. Mr. Gilmore has outlined the prob- 
lem sufficiently, I think. I don’t have to give you the figures again 
about the tin, and so forth. We have stressed the problem already of 
the food imports, which has to be cured by diversification of the 
economy. 

Bolivia, also, on top of its social problems has this problem of geog- 
raphy. You have these highlands here, all around 12,000 feet. Then 
this area | pointing to map| which is very steep, goes down from 12,000 
feet, practically to sea level in just a few miles; then there are these 
lowlands, mostly tropical, all over the country. We have the problem 
that most of the food is being imported ; the mines paid for everything ; 
they brought it in practically for nothing and agriculture has been 
neglected. This problem is not new, though, because in Spanish times 
there were different mines, silver mines; they had practically a moun- 
tain of silver. Then these mines gave out and something had to be 
done. By 1850, Bolivia was exporting food. 

The problem is nothing new because people could see it coming for 
the last 20 years but nothing was done about it. Suddenly you have 
everything at one time; now the mines are giving out, there is no more 
agricultural production, and the Indians are coming up and want 
to be treated differently. So it’s a conglomeration of all these factors 
with tremendous impact. 

Now here I’d like to spend a few moments on the financial situation. 
The inflation is not a new thing. Since the Chaco War, the infla- 
tion has been increasing. To give you an idea of what has happened: 
If you had $1,000 in the bank 5 years ago, you would now have 50 cents. 
It’s pretty tough on the people. The money in circulation from 1953 
to 1954 nearly doubled in 1 year. During the same period the ex- 
change rate went from 800 to about 210 bolivianos per dollar. That is 
partly psychological because people try to get hold of dollars at any 
cost. Particularly exporters and the importers have to deal in hard 
currency all the time. This [showing chart] will show you how the 
money supply has gone up. At the same time, the production of the 
mining corporation was going down. That is how inflation is created. 
In 1954 the foreign exchange income was $100 million, outgo $114 mil- 
lion. The 1955 estimated outgo is $125 million, and we estimate that 
for 1956 there will be $35 million deficit. That has been covered partly, 
as has been explained, by these United States food exports and by an 
effort to try and build up the economy. There is nothing you can do 
except that aid approach, for the moment, because they can’t get any- 
thing else. No World Bank loan because they haven’t settled their ex- 
ternal debt. The Export-Import Bank has reached its capacity with 
about $40 million loans, so there is no place to get credit. 

We have been trying to work hard on private investment because 
we think that these people have everything in the ground and it’s only 
a matter of getting it out. We have had some people showing interest ; 
there has been a sabehantia’ interest in gold mining to the tune of about 
$10 million. General Tire is considering building a plant for $2 mil- 
lion. We have had discussions with the Government which have re- 
sulted in the acceptance of the Investment Guaranty Program which 
is a must before American capital will come in. There is. some interest 
in iron in this region [showing chart]. One of the largest iron depos- 
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its in the world is here. Then there is the possibility of petroleum. 
We are now in the process of having a petroleum law drafted and the 
Government, itself, has also made quite an effort to get petroleum 
started. 

I’d like to show this resources map to see what you can do with 
Bolivia. Here are all these minerals [indicating]. You will hear 
all the time that the mines are finished. 

Mr. Mountatn. Mr. Zondag, since we probably will not have these 
charts in our record, could you name the areas to which you are 
pointing ? 

Mr. Zonpnag. Surely. 

Here in this area on the highlands, as [ indicated before, you have 
all the minerals. When the present Government came in right after 
the revolution they had this approach. The mines are completely 
depleted and the highlands can’t produce any more agricultural prod- 
ucts. I think they will be coming back from that approach. In 
mining, private mining produced a substantial amount of foreign 
exchange just before the revolution started and it has gone down 
because of the general indiscipline and so forth. Now the Govern- 
ment has issued a decree giving new incentives to start that going 
again. 

“The same thing with the agriculture on the highlands. With bet 
ter methods and techniques you could probably do a lot. Mr. Smith 
will talk about that. 

Then we have this Beni region in the north. It is tropical. It 
produces mostly cattle, Brazil nuts, rubber, and so forth. The prob- 
lem here is smuggling to Brazil. It’s easier to take it across the river 
and down into Brazil than it is to bring it up to the highlands of 
Bolivia. 

And here in the intermediate region of six, seven, or eight thousand 
feet they can produce milk, meat, corn, wheat, and hydro. power. 

The Santa Cruz area here has possibilities for large-scale agricul- 
tural development; and this is Camiri, which is where the oil is. 

As I said before, when the Government came into power it took a 
gamble. It put some money into the purchase of drilling rigs and 
they were lucky. They got oil and more than they needed, because 
they were producing about 1,000 barrels a day and within 1 year came 
up to 12,000 barrels ] per day. The national consumption is only 6,000, 
so they have a surplus. They built a pipeline and are now exporting 
to Argentina. They expect to export $5 million worth of oil a year 
in return for Argentine products. 

Mr. Mountatn. Did you say 1,000 barrels a day / 

Mr. Zonpac. Yes, and it went up to 12,000. 

Mr. Mountain. Per day? 

Mr. Zonpac. Yes. Now they are building this line which is about 
to be finished from Cachabamba to Oruro and La Paz, and they want 
to build another one at a cost of some $10 million to Arica, Chile. This 
is one of the accomplishments the Government is very proud of and it 
may do something also in getting the attention of the big companies 
focused on Bolivia. Partic “ularly since, in the Middle East, the King 

of Saudi Arabia is getting less and less friendly. The big companies 
may be interested; “they have had some people here looking. The 
possibility of substantial investment in petroleum development is 
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not excluded but it will be a long-range proposition. I feel that 
Bolivia’s problem is so immediate that oil will not do the trick for 
the next few years, so you have to go back to the private mines and 
get more agriculture production in the highlands. 

Mr. Knox. How large a field do they have? 

Mr. Zonpac. About 60 million barrels reserve they have found, and 
they are drilling for more. I’m not talking in Mr. Powell’s place, but 
my own opinion is that in this oil situation you reach a point of 
diminishing returns. If you go on and drill, drill, and drill some more 
you have to make quite an investment. I’m not so sure we have a 
market for all this oil. We have seen this situation in Iran where 
the Government monopoly had difficulties in selling the oil. Who is 
going to sit here and control the tap, the companies or the Bolivian or 
Chilean Government? Personally, I’d like to see them put more 
money into other things and leave petroleum development to private 
concerns. 

Mr. Giimore. Dr. George Adams will be our next speaker. 

(Dr. Adams was heard at this point, because he had another appoint- 
ment. Mr. Zondag’s testimony is continued following Dr. Adams’ 
statement. ) 

Dr. Apams. We don’t consider our division is the most important 
one, and we have geared it to the education and agriculture here, and 
we have taken the attitude we are a handmaiden as far as Bolivia is 
concerned. We have geared everything toward implementing their 
production schemes. 

The division consists of four separate sections: the occupational 
health division, which takes into consideration the 38,000 miners par- 
ticularly who have the characteristic occupational diseases. Consid- 
erable progress has been made in the last 2 years in instituting preven- 
tive measures. Then we have our medical division, which consists 
at the present time of 13 health centers. I have been in Africa and 
Asia in similar ventures and our aim has always been to reach the 

eople not in the big cities but to get out into the remote parts. We 
nave a medical health center in Cobija at the extreme north, and we 
have one in Tarija in the extreme south. We have a center in the 
altiplano, the most western portion, and in this huge tropical area 
here we have one in St. Ignacio de Valesco, and we have centers scat- 
tered throughout the other departments. We have one in each of 
eight departments. 

The Cuatrman. How are they manned, Doctor ? 

Dr. Apams. These health centers have a director and a public health 
nurse. They have a small laboratory with lab technicians and the 
usual housekeeping staff. 

The CuHatrMan. Doctor, nurse, and lab technicians ? 

Dr. Apams. Yes; and in some few we have sanitary inspectors, all 
Bolivians. We have in our setup 10 Americans and 281 Bolivians. 
During the years, the work is gradually being taken over by the Bolivi- 
ans. For example, the chief of the medical division is a Bolivian 
doctor. So we have more and more assumed the position of admin- 
istrator and adviser. 

Now, one thing recently introduced is the biostatistical section 
headed by a Bolivian educated in the United States. We have a base 
line now to determine what progress we are making. There were ‘no 
statistics prior to this. In the beginning, in the early forties, we were 
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interested in hospitals, but we are concentrating on definite public 
health methods, which reach great numbers of people. For example, 
we vaccinated 600,000 people against smallpox and 150,000 children 
have been vaccinated against whooping cough. In the areas in which 
we are Operating, smallpox is practically nonexistent. In the few 
places it was found, the people had recently come from other areas. 

There is one location marked Magdalena. Two years ago there was 
a great mortality among the newborn of tetanus and, in the first 2 years, 
of whooping cough. That is practicaly wiped out now. You don’t 
find it any more in the area we are controlling. 

We are working on the principle of multiplying, too. We have 5 
so-called auxiliary centers, mobile teams, which operate from 5 health 
centers and cover each about 5 locations, in addition to the work done 
at the center itself. We have just started a health education section, 
as people have to be educated about what we are doing and how they 
can improve their health. That consists of seven students. Two of 
them are going to the United States and the others will be placed in 
key centers. We, as public health people, consider this one of the 
most important activities. Then the public health units I have talked 
about, and a central laboratory in Cochabamba, which serves the whole 
country. Specimens are sent to this center for analysis from all over 
the country. 

Then there is the administrative division following the usual pat- 
tern. It was established in 1944 on a very sound basis, so that the 
present governmental mission of trying to improve the administration 
of the Government has taken the administrative division as a model, 
It works very smoothly. We also have an engineering division and 
although our engineers are really sanitary engineers, and as public 
health people we are mostly interested in sanitation, we have got excel- 
lent work from them as architects and structural engineers. We re- 
cently opened the new La Paz Health Center, which I think is really 
a monument to the engineering division. We are working in collab- 
oration with the other servicios, particularly in the Santa Cruz area, 
and that will become plainer when the agriculture presentation is 
made. 

In environmental sanitation, we are trying to work on an integra- 
tive basis. I will say that the present Minister, Dr. Julio Manuel 
Aramayo, is a very dynamic personality. He has two words in Span- 
ish that he uses frequently. One is “integration” and the other is 
“push.” He gets this push from the President, so during the last few 
months we have been sie to consolidate many of his.own institutions; 
where he had 2 or 3 in a town we have concentrated them. The La Paz 
Health Center was constructed in 16 months, which is a record for 
Bolivia. We have a very excellent relation with the present Minister 
and I’d like to point out one reason why. I have been asked to talk 
before the other more important servicios and I have been asked to 
attend the opening of one of the Minister’s own hospitals today. There 
will be a presentation of a plaque by the President of Bolivia and there 
will be a secondary plaque they have asked me to unveil this morning. 
I was named “Padrino” of this new hospital, which, as you know, in 
South America affects your pocketbook, but it’s quite an honor, I 
think. While the principal doctors in charge are board of health 
organization people, I have been asked to be the “Padrino” of this 
hospital. 
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The Cuarrman. I have a couple of questions. 

Dr. Apams. Yes, sir. 

The Cnairman. Does the public housing come under your baili- 
wick? Low-cost housing? 

Dr. Apams. No, that is not part of the health and sanitation division. 

The Cuarrman. Well, who has that ? 

Dr. Apams. It does enter in one respect. In the coperative activ- 
ities, for example in Muyurifia, near Montero, we have designed the 
houses of the workers and the students, and have technical supervision 
over construction. 

The Cuatrman. Have you had very much of that to do? 

Dr. Apams. Our construction work has been limited practically to 
renovation of city halls, and so forth, changing them into public health 
centers, 

The CratrmMan. So you haven’t gotten into the business of low-cost 
housing? 

Dr. ApAms. No, we haven't. Not during the entire history of the 
servicio. 

The Cuarrman. What is the percentage of the participation of the 
Belivian Government in this health program ? 

Dr. Apams. We have 3 divisions, 1 of them being the United States 
technicians, all of the money for which is United States. Then there 
is a certain amount of economic aid for joint funds, deposited to the 
servicio accounts. For this cooperative work, the American contribu- 
tion this year is $170,000; the Bolivian contribution this year amounts 
to 8.8 times as much, in bolivianos, converted at the rate of 190 boli- 
vianos to the dollar. 

The Cuairman. Who is getting fooled on that? That’s rather 
misleading. 

Dr. Apams. That’s the official rate of exchange. 

The CuarrMan. What does it amount to on the basis of 3,800 ? 

Dr. Apams. Divided by about 20. 

The Cuarman. So that pulls it down considerably. You indi- 
cated in the medical division that almost all of the personnel manning 
your various centers are Bolivians. Are they paid by the Bolivian 
Government ? 

Dr. Apams. They are paid out of the joint fund. To this fund we 
contribute $170,000 and the Bolivians 88 times as much. 

The Cuarrman. Paid in dollars or bolivianos ? 

Dr. Apams. Bolivianos. We don’t pay anybody except American 
personnel in dollars. 

The CuatrMan. If we don’t get but 190 to the dollar, that’s way off. 

Dr. Apams. That’s one of our big problems. We are losing per- 
sonnel. When I mentioned 281 Bolivians, I mean 281 positions, but 
59 are vacancies. 

Mr. Kerner. We have to use the official rate. 

Mr. Mraper. Can’t somebody figure out how many dollars Bolivia 
is contributing to this program to match the $170,000 at the free 
market rate of exchange ! 

The Cuarrman. Wecan figure that out right quick. 

Dr. Apams. Neither rate is realistic. You have to figure something 
in between. 

The CHarrmMaANn. But from a realistic standpoint, you are putting in 
$170,000. Convert the dollars at the rate of 3,800. That’s what you 
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would be getting if you had a dollar contribution which, of course 
we realize we are just talking about comparisons, that’s all. 

Mr. Kerner. The boliviano also buys a great deal more in Bolivia 
than it would on the basis of 3,800. 

The CuarrMan. More than it would anywhere else ¢ 

Mr. Kerner. That’s right. 

Dr. Apams. I have here a page of comparisons of the Bolivians’ 
contributions. 

The Cuairman. If we may have that, doctor— 

Dr. Apams. Yes, sir. 

The Cuarrman. Thank you, doctor, thank you very much, sir. 

Mr. Zondag, would you please continue your presentation now ? 

Mr. Zonpac. As I said before then, we have seen the approaches 
the Government has taken in oil. Now, I’d like to show you very 
briefly what is being done in agriculture (showing chart): This is 
the general problem in Latin America. Your population increase is 
outrunning agricultural production, and in Bolivia you have this 
special problem of people living on a very low calorie diet. They 
have to be able to eat more to produce more. Our main efforts 
are now concentrated in the Santa Cruz area. Last year, this road 
from Santa Cruz to Cochabamba, which is a major feat of roadbuild- 
ing, was finished; it links the lowlands with La Paz. Ull not say 
much about that. The idea is to produce sugar here and get it to 
the population on the high plains because 86 million worth of sugar 
a year is imported and Bolivia could produce that itself if it had the 
milling facilities. Rice, yucea, and all those products can be grown 
here. The idea is to produce them here and save dollars. At the 
same time, we are trying to build up the highlands and get more 
production there. I'll be glad to discuss this in more detail if you 
are interested but we have to rush through that now. 

The CnHarrman. On that particular point, without getting into de- 
tail at all, 1 would take for granted that you think it will work. 

Mr. Zonpac. It will with the proviso that you keep up your pur- 
chasing power on the altiplano. 

The CuHatrmMan. So the success of the agricultural project depends 
on the success of your mining ¢ 

Mr. Zonpvaa. If you have enough purchasing pares here on the 
high plains, they can buy the products. If not, the Santa Cruz area— 
economically eelingtoekk perhaps develop into a separate coun- 
try, more or less; and the third approach would be more private invest- 
ment. Take Venezuela—if they had a project like this today, they 
wouldn’t be worried about it for they have enough income from oil to 
put into ambitious development projects. If we had the private in- 

vestment, oil development, then, too, that would help. 

The Cuairman. So there is an interdependency here and this will 
hot prove to be successful unless there is a reasonable degree of success 
in the other aspects. 

Mr. Zonpaa. You have to have purchasing power because the process 
of creating wealth involves not only production but also consumption. 

The Cuarrman. No need to produce if the people can’t buy them. 

Mr. Zonpaa. That’s right. 

Mr. Gumore. Part of the production will be an alternative to 
imports. If they are paying for imports now, they can pay for local 
products, 
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The Cuairman. That’s a problem we discussed a little earlier. 

Mr. Zonpag. Anyway, the agricultural program also includes a 
project here in Villa Montes where the cotton is grown and the develop- 
ment of the Beni area. Furthermore, some of our emphasis has been 
on getting a mining mission to develop mining, and having a financial 
inflation mission to see what can be done about slowing down the 
inflation and then—— 

Mr. Knox. May I ask you a question? Are the mines all privately 
owned ? 

Mr. Zonpac. No, Mr. Knox. Twenty of the largest mines are gov- 
ernment-owned and the private mines are about 2,000, most of them 
quite small. 

Mr. Knox. Subsidized by the government ? 

Mr. Zonvaa. No; they have a pretty hard time now. They are 
being squeezed. 

The Cuairman. Mr. Knox, we got a good record on that while you 
were out. 

Mr. Knox. Oh, O. K. then. 

Mr. Zonvac. Now, very briefly, we also have to build up the coun- 
try’s transportation facilities. So we have a road servicio just starting. 
The main idea behind that is maintenance. We have now this network 
of transportation [showing chart]. We have railroads and some 
roads here. So it is figured if these roads are properly maintained 
you get a pretty nice setup to take one stan the country. The 
servicio’s main approach is to train Bolivians and make them do it 
themselves. 

I think I have to rush through this now, so please let me make a 
few final remarks. We have been working very closely with the 
Bolivian Government on these programs. The result is this 5-year 
plan [displaying book] which you probably know and which con- 
stitutes the immediate plan for the development of the country. This 
was prepared last year. Mr. Powell and I sat in during the respective 

cabinet meetings and this plan came out, and was sent to Washington. 
We work very closely with the Bolivian Government at all levels. 
At the highest level we often take problems to the President and the 
Ministers. We also work very closely with the Embassy here. Mr. 
Powell always discusses everything with the Ambassador. I have 

secific instructions to show ever ything of importance to the Ambassa- 
ion and it has worked out very well. Mr. Powell and 1 work very 
closely with the commercial section, particularly on private invest- 
ment. Very often, we find projects to be of mutual interest and we 
exchange information about them. 

The Cuamman. No problem of getting such information as you 
need from the economic people of the Embassy ? 

Mr. ZonpaG. None at all. 

The Cuatrman. And you see that they get all that is being developed 
in your mission / 

Mr. Zonpaa. Yes, sir. In the 14 months I have been here, we have 
had no problem. I can only speak for our mission, but I don’t think 
Embassy-USOM relations could be better. 

Ambassador Drew. Id like to confirm that, Mr. Chairman. 

We see copies of all point 4 correspondence, USOM; Mr. Powell and 
I confer on an average of 2 or 3 times a day. I know the Chief of 
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our Economic Section and Mr. Zondag cooperate fully. I will confirm 
everything Mr. Zondag said. 

The CuarrmMan. That’s fine. 

Mr. Meapxer. Do we have in our record a figure on the amount of 
private investment of American capital 

Mr. Leacetr. We have only very rough estimates on the current 
volume of American and other foreign investments here in Bolivia 
now. I would say it would be not more than 20 to 30 million dollars 
at present. 

Mr. Mraper. Would you give us a breakdown for our record, and 
also these projected investments we talked about? 

Mr. Leccerr. I can talk in a general way but I would like to con- 
sult my records. 

The Cyarrman. We have some data from Washington but we’d 
rather have it from here. 

Mr. Leacerr. Yes, sir; it will have to be an estimate. 

The Cuarrman. That’s O. K. 

I certainly do thank you Mr. Zondag. That was a very interesting 
presentation. 

(The information requested follows :) 


MEMORANDUM 
AMERICAN EMBASSY, 
La Paz, Bolivia, October 20, 1955. 
To: Congressional Subcommittee on Government Operations. 
From: Herbert B. Leggett, economic officer. 
Subject : Estimate of current level of American investment in Bolivia. 

Total American capital investment in Bolivia is estimated at probably some- 
what under $18 million. The greater part of the dollar investment which can be 
fairly clearly identified is in mining. The International Mining Co. and the 
American Smelting & Refining Co. are two of the principal firms represented in 
this field. In addition, Patiio Mines & Enterprises, Inc.,—one of the Big Three 
enterprises whose property was confiscated in 1952—claims to partial American 
ownership. 

Other leading American firms with investments in Bolivia include Grace & 
Co. and its subsidiary, the International Machinery Co. Panagra is part owner 
of the semi-Government owned Lloyd Aero Boliviano. Glen McCarthy Incor- 
porated of Delaware is the sole American company currently engaged in pe- 
troleum development. Finally, there are a few comparatively small mixed 
American-Bolivian companies. 

There is perhaps another $16 million in mining and manufacturing activities 
which, if current negotiations with the Bolivian Government are successful, 
may be invested in the coming months. The extent to which American petroleum 
companies may decide to participate in the development of Bolivia’s petroleum 
resources cannot even be guessed as yet. A new oil law designed to attract 
private capital is almost ready for promulgation. 


Mr. Zonpac. Would you like to see the party chief of the Agri- 
cultural Servicio, Mr. Elton M. Smith, now ? 

The CHarrMan. Yes; that would be fine. 

Mr. Smiru. In the Agricultural Servicio our statistics show that 
the imports that come into Bolivia are made up of approximately 30 
percent food products. A large part of those food products can be 
grown right here in Bolivia by the Bolivian people for themselves. ‘The 
main objective of our servicio is to help these Bolivians grow these food 
products and, at the same time, train them in a program that they can 
adjust their own national production according to the country’s needs. 

The Cuatrman. Might I ask a question at this point? We have had 
a reference to this import of agricultural commodities. Did I under- 
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stand a figure of $15 million represented import of agricultural 
products ? 

Mr. Smitu. No. 

The Cuarrman. Do you know about what that figure is ? 

Mr. Smiru. Agricultural products is approximately $30 million. 

The Cuairman. How much of that comes from the United States? 

Mr. Smirn. A very large percentage of it. 

The CuatrmMan. Just so we understand what we are talking about. 
The objective of your Agricultural Servicio is to make Bolivia as 
nearly self-sufficient agricultr ally as possible, and reduce this require- 
ment for dollar exchange to buy foodstuffs; is that correct ? 

Mr. Smiru. That is correct. 

The Cuatrman. In doing that, we should understand that if that 
objective is accomplished, there will be a reduction of the export of 
agricultural commodities from the United States of approximately 
$3.0) million a year. 

Mr. Smirn. The export of agricultural products will be decreased 
but, in turn, it is likely that the export of machinery and other prod- 
ucts would be increased. 

The CuatrmMan. Provided the industrial development here doesn’t 
take place at the same time. But in any event, without discussing at 
the moment an offset export figure for some other commodities, we 
‘an anticipate that the export of agricultural commodities will be 
reduced sharply by the success of this Agricultural Servicio from the 
United States. 

Mr. Suirn. Mr. Zondag indicated it might be reduced 50 percent, 
which would mean relatively $15 million. 

The Cuarrman. So that means, then, that if the agricultural exports 
from the United States are continued at this present level, we will have 
to find new outlets for $15 million worth of our farm products from 
the States ? 

Mr. Smirn. I have to be in agreement. What we are trying to do, 
however, is to get the country on an economic level so the U nited States 
will not have to be putting in this 20 or 25 million dollars to even out 
the foreign-exchange budget. 

The CuHarrMan. I understand that and I understand the virtue in 
this program, but I am thinking about a side complication that we 
have got to be concerned with, because one of the main issues that’s 
going to be bothering our Republican friends in this next election is 
what we're going to do with the agricultural commodities. It will 
bother usa little too, Mr. Meader. | Laughter. | 

We've got a lot of surplus up there and if we lose a home for $15 mil- 
lion of it, our people won’t like it. 

What do most of those commodities consist of ? 

Mr. Zonpac. Wheat is one of the biggest imports to come from the 
States. 

Mr. Smiru. Yes: that is $10 million, I believe. 

Mr. Leecerr. I think the net effect of this will be that while we are 
reducing some of the basic commodities that are now being brought 
from the United States, at the same time a market will be created for 
other agricultural products. Now their imports are limited to wheat 
cotton, flour, and sugar. 

The CHatrMAn. Only if they build up their foreign exchange from 
some other source. You're just reducing Uncle Sam’s contribution 
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to the economic picture. Right now we are subsidizing that import 
program. 

Mr. Smiru. That’s correct. 

Mr. Mountain. Is there a hope in this program that productivity 
across the board in Bolivian economy would increase to the extent 
that consumption patterns would be generally increased, and the net 
effect may be an increase later of exports of agricultural products 
from the United States ? 

The Cuairman. That’s the same question I had in mind earlier. 
What is the percentage of this additional production that would be 
absorbed, both in industrial and agricultural, by a higher level of 
living? 

Mr. Zonpac. That has to grow with it. 

The Catan. Is there any projection of the additional require 
ments which will be generated by improving the living standards 
through these progr ams ! 

Mr. Zonpac. Right now, for instance, the consumption is increasing 
rapidly. The Indians never used to come into town before the revo 
lution. They lived on what they grew themselves, but their food 
requirements are going up all the time. It’s very steep lately; and 
that is the first step in the rise of the standard of living, to be better 
nourished. 

The Cuamman. Mr. Ambassador, I brought these points up simply 
because they do have some side complications for us from a legislative 
standpoint. 

Ambassador Drew. I was thinking. I have noticed quite an in 
crease in the importation of day-old American chicks to improve the 
poultry quality. Also, they want to bring in some Santa Gertrudis 
cattle to improve their livestock; barbed wire, agricultural machinery 
of all kinds coming into the country. You can go down near Santa 
Cruz and see a brandnew modern cotton gin, manufactured in the 
United States. 

So, as imports of agricultural commodities from the States taper 
off, you are going to have to have an increase in all kinds of tools and 
equipment and supplies they need to keep up that production here. 
Am I clear? 

The Cnatrman. Yes; but it’s all interwoven with your reciprocal 
trade agreement. Every time you make some adjustment or cause a 
shift in the normal ex ‘port pattern from the United States, you change 
your import picture, which increases competition with some other 
product produced in the States, and we get a howl, “We need a tariff 
to protect us against these imports.” 

Mr. Brooks. Some of my people in Texas will be very happy to 
supply those Santa Gertrudis cattle. 

Mr. Smirn. I just want to briefly show the organization of our 
servicio here. We operate through five oper ational divisions—Re- 
search; Extension; Reimbursable Services, which brings the various 
supplies into the country; Supervised Credit and Special Agricul- 
tural Services Division, in addition to an Administrative Division, 
which we all have to have. There is one thing I would like to point 
out in our division organization. Santa Cruz was picked out as the 
area in Bolivia that could give the greatest food production in the 
shortest length of time, and so a great deal of effort was put down 
there and we have set up a division in Santa Cruz of our entire servicio. 
73434—56——27 
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Now how does the thing work? Our Research Division, as you 
know, experiments with various varieties of crops, and agricultural 
practices, and their ad apt ition to Bolivia in the areas in whic ‘h we are 
located. For instance, in corn we found that one variety of corn pro- 
duces 100 percent more than the local variety of corn. The Extension 
Division took this seed and showed the farmers, through demonstra- 
tions, what it would do, and now it is multiplied by the farmers as 
well as in our own servicio. In the matter of sugarcane our supple- 
mental station at Santa Cruz found that one cane would produce up 
to 123 tons to the hectare, which is 214 acres, against the local varieties 
producing 25 to 30 tons. Now we are in the process of multiplying 
that variety of cane and getting it in the hands of the producers. 

Santa Cruz is in a tropical area, which would be very interesting 
for you men to see. It is a virgin territory with relatively, a lot of 
good, fertile land. There are trees growing on a large part of it— 
they were growing. Our servicio went in there with big bulldozing 
equipment and helped farmers clear lands and plant the particular 
food crops that Bolivia needs, namely, rice, sugarcane, and a little 
cotton. We have not worked much on cotton in the area. There are 
vegetable oil crops being grown, also improvement of cattle. Bolivia 
imports about 5 million head of cattle a year and they have a great 
expanse of good land to raise these cattle on. Our servicio'in Santa 
Cruz is coordinating all activities with the various governmental 
agencies, with a definite, planned program of getting the increased 
production of sugarcane, rice, cotton, and the ol crops. So that we 
see the possibility of Bolivia taking care of a great percentage of her 
needs of food in those crops. 

Mr. Meaper. Did you say 5 million head of cattle a year / 

Mr. SmirH. Yes, sir. 

Mr. Meaper. With only 3 million people in the country, that’s an 
awful lot of cattle. 

Mr. Smit. Pardon me. Just a moment. 

Five million dollars worth of cattle were imported, which is going 
up, increasing every year. 

Mr. Mraper. That's better, thanks. 

Mr. Smit. They are very badly infested with parasites and ticks 
and the farmers don’t take care of them because the price of a cow is 
so low. Well, Santa Cruz is, as I said, the area in which we felt we 
could get the ‘greatest production in the shortest length of time, but 
socially, Bolivia is dependent on the agriculturists in the altiplano 
and valley areas. Eighty-seven percent of its population being inter- 
ested in agriculture, it was necessar y to do something with the Indians 
on the altiplano and valley areas. In the agrarian reform, the Indians 
took over the old haciendas and in 1953 and 1954 the production of 
agricultural commodities on those haciendas dropped. We are now 
starting to work with these Indians in their cooperative groups on 
the production of wheat, potatoes, quinua, and other small crops that 
they use for their own alimentation. This wheat problem in Bolivia 
is coupled with importation, Bolivia importing some $10 million 
worth of wheat a year, and the production—the internal production 
dropped 50 percent during the last 4 years. We feel that with a little 
work with these Indian cooperatives we can show them how to raise 
wheat. We can help them produce seed and get them socially into 
an economy that is beneficial to the country and not just a static 
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Indian economy where they will not be producing anything for the 
overall country’s benefit, and also help to solve the social relationship 
that is in existence there. 

Mr. Mounratn. I believe that Mr. Zondag pointed out the caloric 
intake was fairly low ? 

Mr. SmirH. That’s right. 

Mr. Mountatn. If you get higher production among these Indians, 
what safeguard is there against it going simply into more consumption 
on the part of the Indians? 

Mr. Smitu. Through our Extension Service, we have a Home Eco- 
nomics Division working with the Indian families and clubs in a 
better nutrition and higher standard of living, showing them how to 
use these products and raise their own consumption and health con- 
ditions. 

Mr. Mountain. After you get to that point, you are still trying to 
get them to have some surplus production 4 

Mr. Smiru. That is correct. 

Mr. Mountain. What measures do you foresee that will enable that 
surplus production to be drawn off for urban use and not simply enter 
into a higher standard of consumption by the producer ? 

Mr. Smitn. The Indian is starting to bring things into the towns. 
As Mr. Zondag said, we have 3-languages here, 1 among' the Indians 
from the Northwest, another from the Indians from the Southwest, 
besides the Spanish people of the town. There is beginning to be a 
great trade in the town from the Indians bringing their products in. 
At the present time, Indians are bringing in food they should be using 
for their families—vegetables and various products, milk, for exam- 
ple; they will bring them into town to sell instead of using them for 
their own children. 

Mr. Mountain. Then Government pricing policies and allied polli- 
cies are already favorable to town and country trade among the Indian 
population ? 

Mr. Zonpaa. They are interested in buying bicycles, too. 

The CuatrmMan. They can’t ride them on these mountains. 

Mr. ZonpaG. No, but on the altiplano they can. 

Mr. Smiru. I would like to say that our Extension Service this 
year is reaching over 200,000 Indians with meetings over the country. 
We are using pictures, and all of our county agents speak the language 
of the area in which they work. Using pictures with the Quechua 
and Aymara language strip attached to it. 

Mr. Meaper. Mr. Smith, what is the United States expenditure 
running per year on your agricultural program ? 

Mr. Smirn. It has been $175,000 United States dollars, in the ser- 
vicio fund. That is the total, exclusive of the cost of the technician and 
the trainees that we send to the States. 

The CuarMman. That then covers all of the project ? 

_Mr. Smirn. $175,000 covers all of the project. We received in addi- 

tion to that, this year, 500 million bolivianos out of counterpart funds 
generated from the sale of commodities that enter the countrv. We 
have, in addition to that, the Economic Aid Development Fund. In 
1955 it amounts to $2,400,000 out of this Economic Aid Fund for the 
purchase of machinery, agricultural supplies, all purchased outside 
of Bolivia. 
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The CHamman. What do you call these funds that are used to make 
up the trade balance / 

Mr. Smirn. That is the Economie Aid Fund, Development Assis- 
tanee Fund. 

The Cuairman. Part of the same thing? 

Mr. Smiru. Yes. 

The Cuatrman. How much of that is generated by agricultural sur- 
pluses under Pulilic Law 480; any of it / , 

Mr. Suir. This 500 million bolivianos that we received comes from 
the sale of the agricultural products, coming into the country. 

Mr. Brooks. 500 million bolivianas in additi ion to the 175,000 Amer- 
ican dollars / 

Mr. Smirn. Yes. 

Mr. Brooks. In addition, so that you have $2 million in the Economie 
Fund ¢ 

Mr. Smaru. This year, 1955. 

The Cnarrman. But that’s just a portion of your economic aid 
program ¢ 

Mr. Smiru. Yes. 

Mr. Brooks. So the agriculture total is 2 million plus the net cost 
of the United States in generating that counterpart money ‘ 

Mr. Smirn. In 1955 we brought in about $12 million of surplus 
agricultural commodities. That is the portion that generates the 
holivi lano counterpart fund from which we get 500 million. 

The Cuairman. You had a total, though, of $12 million involved in 
that purchase / 

Mr. Sairu. Yes, for wheat, flour, lard, and cotton. 

The Cuatrman. And all of that stayed here, didn’t it ? 

Mr. Smirn. Yes. 

The Crairman. So it all became available as counterpart for eco- 
nomic aid 4 
Mr. Smiru. Right. 

The Cuarmman. And 500 million bolivianos went into the aid 

program ¢ 

Mr. Smiru. Yes. 

The CHarrmMan, At the exchange rate of 190? 

Mr. Smiru. No, at the controlled prices. The Ministry of the Econ- 
omy—we bill them for the amount of the commodities brought in at 
the market value. That fund is set up and parceled out. 

The Cuairman. But how do you arrive at the amount of bolivianos 
you get ¢ 
' Mr. Sairu. It is determined by the market value of the commodities. 

Mr. Brooks. In Bolivia or the market value in the States, $12 
million ? 

Mr. Smirn. No. If they sold it for $150,000 that’s what we'd get. 

Mr. Brooks. Whatever each commodity is sold for here at their 
controlled price ¢ 

Ambassador Drew. If we bring in $1,000 worth of flour, that is not 
sold at a particular exchange rate. There is a controlled price for 
flour going into the b: aker vshop. <Atthe present rate of exchange that 
might be worth, say 3 million bolivianos, but that would be your free 
market rate of exchange. But on this controlled price basis, it might 
come out 1 million. We get it not on the exchange rate but on the sale 
price. 
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The Cuatrman. I think I understand. 

Mr. Gitmore. It works out to be 800 bolivianos to the dollar. 

Mr. Brooks. In other words, we underwrite their controlled prices? 
Their low prices for the sale of agricultural products? 

Mr. Giumore. That’s right, we don’t get the United States prices. 

Ambassador Drew. If the Government were to cover that flour at 
800, the price of bread would go up so far that the whole economy 
would collapse. 

The Cuatrman. It is based on the local value in bolivianos of the 
local products of wheat and flour produced by themselves? 

Mr. Brooks. What we are trying to find out is the controlled price 
at which they sell American surplus commodities. Is that somewhere 
near what the free market price of flour would be without the control 

Ambassador Drew. That’s a controlled price for all flour on the 
Bolivian market. 

Mr. Situ. There is also a controlled price to the farmer for his 
wheat. 

Mr. Gitmorr. Also, a subsidy to the farmer, is there not? Aren’t 
they working a subsidy program in order to stmiulate production ? 

Mr. Smirn. No, not on wheat. 

Mr. Mraper. The Bolivian farmer then doesn’t get as much as it 
might cost him to produce it 

Mr. Suiru. Yes. he does, depending on what figures you use as his 
costs. The Bolivian economy is at a very low level in cost. The 
cost. of labor is low. 

Mr. Zonpac. What they have been doing, for political reasons, was 
to squeeze the producer and vet their products cheap. Recently, the 
Government has adopted a new program. They are trying to come 
to a free dollar to cut all these problems out, it cannot be done over- 
night, because you would have hunger in the towns, so they are gradu- 
ally trying to bring it more in line. 

The CHairmMan. Sure is a long way off. If your domestic value for 
flour is based on an exchange rate of 800, when your free market rate 
is 3,800, there is wide disparity. 

Mr. Smitu. But if it were completely free, your rate would not be 
3,800. It would be lower. Some of the contraband wouldn’t leave, 
some capital would come in from the States. 

The CHatrman. I can understand the problem woudn’t be easy to 
solve. 

Mr. Surru. We hope to get to that basis eventually. 

The Cuatrman. It all ties in with the question by Mr. Mountain. 
If you stimulate your production up here to the point where the 
Indians could have some surplus production, they could bring it into 
town, but then they put such price controls on that they have no in- 
centive to bring it down, and they eat up their increased production 
themselves, then you haven’t accomplished very much. 

Mr. Smirn. That’s right. 

The pricing situation in the country is going to need to have a lot 
of work done. 

Mr. Mountarn. How are taxes collected, in kind, or in monetary 
terms ¢ 

Mr. SmirH. Monetary terms. 

The Cuarrman. Or do they collect them at all from the Indians? 

Mr. Suirn. The Indians don’t pay a tax. 
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Mr. Zonpac. There used to be a road duty. I think one thing I 
should mention in connection with the Agrarian Reform is the credit 
picture. It is very important as we feel you have to have credit to 
go with an expanding a 

Mr. Sairn. Oh, yes, our development of supervised credit just 
started. We are finding it is very necessary because these farmers 
had no credit. They needed seed ‘and had no money with which to 
buy the seed to start production. This is also true of the big pro- 
ducers in the Santa Cruz area. We have to loan them money in order 
to pay for labor, seed, fertilizer, and so on. 

The CuatraAn. Glorified rural rehabilitation. 

Mr. Smirn. True, to some degree. These fellows have land; they 
own land and they give the land as security for the loan so that it is 
not quite as though you were giving it to them. 

Mr. Mountain. May we havea tabulation of the development assist- 
ance funds, sales proceeds which have been obtained up to now, and 
the distribution made of them in terms of the various programs that 
you have? I don’t think it’s clear on the record. 

Mr. Smiru. Mr. Ketner will give you that, I believe. 

The Cuarrman. That will be fine. 

(The information requested follows :) 


Senay: ¥ United States development assistance to Bolivia for fiscal year 1954 


| | - 
Approx- 

Commodity | imate Source Vulue 
quantity 


Metric ton 
72,000 | Public Law 216 
1,171 | MSA October 
5 rhino cae 1,680 |.....do ; 
. Cottonseed oil (including transportation). 625 _do.. 
5. — bagging, and transportation of foods and |. 
ers | 
. Developmental supplies and equipment 


rocessing equipment (Santa Cruz) - 

Rent forcing bars for silo corrstruetion 
Spare parts for roadbuilding equipment 
Roadbuilding tools and equipment. - 
Refrigeration equipment (Reyes) - - - eee Gees Oe Anh 
Equipment for irrigation pumping stations Villa- |.....___..--|......-..--_- 

montes). 
4 reconditioned aircraft. engines (Beni) 
Spare parts for tractors 

etal culvert pipes (Santa Cruz). 

Agriouberel machinery (chiefly tractors) 
Agricultural tools and implements - - _ 
Fertilizers, seeds, insecticides i 
Supplies and equipment for environmental sanita- | 

tion work. 





1, 323, 000 


Total development assistance fiscal year 1954. .-|-.......-...|------------------------| 12,420,000 


1 Obtained from CCC stocks. 
2 Commercial procurements. 


The foods and fibers listed above were sold at local market prices which gen- 
erated a counterpart fund of Bs2,270,000,000. The disposition of the fiscal vear 
1954 counterpart fund is listed below : 

1. Agricultural projects (including the construction of food 

processing and storage facilities, an animal vaccine lab- 

oratory, and various irrigation projects; to facilitate 

cattle production; and to implement program in agricul- 

tural credit Bs1, 391, 000, 000 
2. Health and sanitation projects (including public-health proj- 

ects ‘and construction of health’centers 
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Summary of United States development assistance to Bolivia for fiscal year 1955 


Source 


AsO) _ 


metric tons 3 Public Law 
; \ 10,000 | Public Law 665 
do 2.600 | Public Law 480 
do f 2, 450 do 
\ 750 | Public Law 665 
| 3, 140 do 
pounds 2, 500,000 | Public Law 480 
netric tons 5, 000 do 


d fibers. 
e quipment 


lamnontes) 


Land clearing, cultivating, harvesting and food 


processing equipment. 


Road building and maintenance equipment 
Spare parts for aircraft___ _- ll 

Equipment for airstrip construction 
Equipment for health centers and environmental 


sanitation work. 
Equipment for industrial 


schools 


Supplies and equipment for vocational agriculture 


school (Montero). 


Equipment for small privately owned mines__- 
Supplies and —— for colonization projects 


Sawmill 


Total development assistance fiscal year, 


! Obtained from CCC stocks. 





? Commercial procurement. 





1955_- 


195. 


Public Law 665 


do 


Deliveries of the foods and tibers listed above are scheduled to assure a con- 
tinuows ‘supply through December ‘31, 
cal market prices. 





Bs150, 000, 000 


565, 000, 000 


85, 000, 000 


“, 267, 000, 000 


3, 000, 000 


1 $9, 900, 000 
2 900, 000 
1 2, 500, 000 
11,200 000 
2 273, 400 
2 1, 365.000 
1 450. 000 
1 1, 100, 000 
1, 721. 100 


540, 000 
20, 000 
2, 790, 000 


1, 298, 000 
300, 000 
200, 000 
138, 000 


100, 000 
75, 000 


350, 000 
149, 000 
40, 000 


2 6, 000, 000 


25, 409, 500 


These commodities are sold at lo- 
An estimated counterpart fund of Bs5,099 million 


(in- 


cluding Bs3 million carryover from fiscal year 1954) will be generated from 
the sale of these commodities. 
nillion, resulting from commodities approved in June 1955 will be programmed 
in fiscal year 1956). 
fund is listed below : 
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Agricultural projec 
gation projects, 


The disposition of the remaining 


(The counterpart fund, 


ts (including agricultural 


local costs 


of 


eattle 


credit, 
production, 


food 


processing facilities, and animal vaccine laboratory )__~- 


. Health and sanitation 
CF enme Genser. ee 


projects 


(loeal 


construction 


costs 


. Education projects (local construction cost of industrial 
SO ne, oe re ee ee Se 


. Transportation projects 


market and other roads, of landing strips and for studies 


of proposed new r 
. Migration (external and internal) 


Total funds programed_.____._.________ eieneraa 
Carryover to fiscal year 1956 


Ge renee ki 





irri- 


Bs2, 


3, 385, 000, 000 
1, 714, 000, 000 


197, 


estimated at bBs1,714 


383,385 million of the 


260, 000, 000 


70, 000, 000 


000, 000 


458, 000, 000 
400, 000, 000 
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Mr. Smiru. We are also working on commodities like rubber, tea, 
coffee, that Bolivia can grow and grow economically. We are work- 
ing in various parts of Bolivia on the increased production of coffee, 
which eventually will be an export item. Rubber can be grown here. 
With the increased mechanization they will need much more rubber 
here, so if we help them grow their own that will save more dollars 
in foreign exchange. 

Mr. Giumore. The next speaker will be Mr. Thomas A. Hart, head 
of the Educational Servicio. 

The CuarrmMan. Mr. Hart, do you have a prepared statement on the 
work of the Educational Servicio? 

Mr. Harr. Yes, I do. 

The CHarrmMan. In the interest of covering as much ground as we 
can, may we have your statement for our record and we can dispense 
with the oral presentation. 

Mr. Harr. Certainly. 

(The briefing paper follows :) 


Report ON EDUCATION DIVISION, USOM vo Bo.iviA—Scwe’s Status, 
SEPTEMBER 1955 


ILISTORICAL 


Bolivia has recognized for some 50 years past that one of her greatest weak- 
nesses is the inadequacy of her educational system. Since the first decade of this 
century, Bolivia has been receiving aid from educational groups of other countries. 
Such aid, in many instances, has not been of the sort to change the system and 
bring about lasting improvement. 

On September 7, 1944, the United States Government and the Bolivian Govern- 
ment entered into an agreement to undertake a cooperative educational program 
which included: 

(a) The furnishing of United States educational specialists. 

(b) Grants to Bolivian educators to go to the United States for further 
study. 

(c) Teacher training through normal schools. 

(d@) Production of teaching materials. 

This education servicio, therefore, has been in operation 11 years. During 
those years we have been aiding Bolivia in enlarging and improving the school 
system to such a point that the schools will produce the literate and qualified 
people the country needs in order to broaden and diversify its economy. 


OPERATING DIVISIONS 


We work through three technical divisions: rural, industrial, and vocational 
agriculture. 

Our job in rural education is to raise the standards of training for rural 
elementary teachers and to make the elementary schools under our supervision 
models of child-centered, community-oriented institutions. Upon the rural 
school rests a great responsibility for bringing about the success of Bolivia’s 
drive toward economic diversity and stability. The population is predominantly 
rural, and illiteracy runs to about 70 percent; among the Indian it is 85 
percent. 

We entered industrial training in 1948 by setting up the Industrial Education 
Division. It now supervises the new system of industrial schools. This system 
includes the National Industrial School in La Paz where craftsmen, journeymen, 
feremen, and teachers are trained in various trades, and a series of units within 
secondary schools in all nine Departments of Bolivia where prevocational indus- 
trial training is given. 

Our Vocational Agriculture Division was initiated in March 1954 when the 
three services, agriculture, education, and health, entered upon their joint 
project in Montero 40 miles north of the city of Santa Cruz. SCIDE’s (Servicio 
Cooperativo Interamericano de Educacié6n) obligation in this demonstration is 
to offer teacher training im vocational agricultural education, instruction and 
training in modern agricultural practices, and the use and maintenance of 
farm equipment and machinery. 





tea, 
ork- 
fee, 
here. 


bber 
llars 


head 


1 the 


Ss we 
ense 


weak- 
f this 
itries. 
n and 


yvern- 
gram 


irther 


uring 
school 
ilified 


tional 


rural 
vision 
rural 
ivia’s 
antly 
is 85 


cation 
ystem 
ymen, 
yithin 
ndus- 


n the 
joint 
rvicio 
ion is 
1 and 
ce of 


TECHNICAL ASSISTANCE IN LATIN AMERICA 407 


ORGANIZATION 


The organization of this servicio is different from most others in that it depends 
upon the cooperation of two ministries. Under the authority of the Ministry 
of Rural Affairs, we are operating at present 95 rural elementary schools and 
two rural normal sehools, and we shall operate the future vocational agricul- 
ture school at Montero. In our other programs, we are responsible to the 
Ministry of Education. 

A significant change has taken place in our staffing pattern during the history 
of our program, as Bolivians have been trained and have assumed much of the 
responsibility formerly borne by United States personnel. In some cases, Bolivy- 
ians have replaced United States personnel. 


STAFF 


The 13 United States technicians of this servicio occupy the following posts: 
1. Chief of party. 
2. Directors of three technical divisions. 
3. Two technicians in rural education. 
. One technician in language arts. 
. One technician in agricultural education within owr Rural Education 
Division. 
6. One technician in arts and crafts. 
7. One technician in farm machinery. 
8. One technician in diesel engines. 
9. One technician in audio-visual services. 
10. One administrative officer (business manager) (vacancy). 

The chief of party, through the servicio, directs the cooperative education 
program in Bolivia. The administrative officer directs, through the servicio, 
the financial and personnel activities. The remainder of the United States 
staff serve as consultants to the technical education phases of the program. 

The ratio of Bolivian technicians to United States technicians is approximately 
5 to 1. AS an example of what we mean by acting as a consultant, our tech- 
nicians in rural elementary education together with their Bolivian counterparts 
are changing the rigid and formalized methods of teaching, common in Bolivia, 
to the modern graphic and dynamic methods of functional education. 


FUNDS 


We ean give you a graphic statement on our budget by two graphs, entitled, 
“Where the Money Comes From,” and “Where the Money Goes.” The ratio of 
contributions from the two Governments has changed dramatically during the 
history of this servicio. Ten years ago the United States provided almost 100 
percent of all costs, and for 1956 the percentages will be 86.8 Bolivian and 
13.2 United States. 

Within the servicio our greatest allocation of funds on a project basis is to 
our oldest and largest division, rural education. The largest group of expendi- 
tures in the overall servicio budget is for equipment, supplies, and teaching 
materials. 

PROJECT TURNOVER 


It igs the policy within this servicio, as within all others, that when projects 
reach such a state of development that they can be maintained locally, according 
to the standards set, the Ministry concerned reassumes technical authority. 
The time element is a variable factor depending upon the existing conditions. 

Two groups of rural schools, totaling 50, located in two distinet geographical 
areas of the country, attained completed demonstration status, and the Ministry 
of Rural Affairs reassumed technical authority over them on December 31, 1954. 
SCIDE was thus enabled to carry its demonstration into two new areas. In 
the region near the Argentine border we have assumed technical supervision 
of another rural normal school, and in the Santa Cruz Department we are 
assuming the responsibility for rural education in the Mineros area. 


FUTURE PROJECTION 


What we have just said is a policy statement. As SCIDE completes its 
demonstration: in the-schools of.a nucleo and the Ministry reassumes technical 
authority, we take on other rural schools as mutually agreed to by ourselves and 
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the Ministry of Rural Affairs. All SCIDE demonstrations serve as multipliers 
to speed up the spread of the educational reform the Government has recently 
put into effect. 

ACCOMPLISHMENTS 


Despite the fact that only 5 percent of the Bolivian rural schools are under 
SCIDE supervision, our influence is felt throughout the country because ap- 
proximately 25 percent of the rural teachers have benefited by our in-service 
training programs. 

As for the teachers in the schools where SCIDE demonstrations are conducted, 
intensive training is provided by workshops and seminars. 

Since 1945 a total of 60 Bolivian educators have had special training in the 
United States provided by grants from ICA. Most of these trainees are now 
working as SCIDE technicians, as teachers and directors of schools in the 
various educational specialties, and some have responsible positions in the 
ministries, 

The Warisata Normal School up on the altiplano near Lake Titicaca has a 
faculty which is largely United States-trained. It now serves as a model 
teacher-training center for all other rural normal schools in Bolivia. 

The SCIDE rural schools were praised by the National Education Reform 
Commission as among the few in Bolivia where a dynamie and socially useful 
education is in progress. 

These schools are influencing the communities around them to improve health 
habits, agricultural practices and home life. 

The traditional job of the campesino (farm) girls in Bolivia is tending 
cattle and sheep; very few of them ever attend school. The proportion of girl 
pupils to boys is gradually increasing in the schools under SCIDE supervision, 
our best example being Llica where the proportion is almost 50-50. And the 
people of that remote nucleo are now talking of a rural high school. 

No small part of the success of the SCIDE school is due to their being sup- 
plied with the equipment and materials with which to work. As already 
pointed out, the largest group of expenditures is for these very things. The 
drastic weaknesses in the existing school system of Bolivia are the untrained 
teachers and ill-equipped schools. It is on these two weaknesses that we have 
concentrated. 

Our Publications Section was set up to turn out simple books, charts, and 
teachers’ manuals for the schools, and in every workshop, a certain amount 
of time is devoted to the creation of teaching materials out of local resources. 

In Bolivia, supervision has traditionally been considered as inspection. 
SCIDE has set an example in giving supervision in its true sense, which is 
regular direction on the part of someone well trained, who can help the teacher 
to develop his capacity and improve his performance. SCIDE has introduced 
into Bolivian education the idea of a mobile group of technicians, who work in 
the nucleos aiding teachers, students and campesinos. These technicians, repre- 
senting elementary education, home life, hygiene and agriculture, spend all 
their time in SCIDE nucleos. The Ministry of Rural Affairs desires to furnish 
similar groups to other nucleos, but for lack of trained personnel has not been 
able to do so up to the present. 

Our Division of Industrial Education is also setting an example of what 
supervision should be and most effectively so in the student guidance and 
placement service, by which a close relationship can be established between 
the industrial school and industry, so that management will turn to the school 
to state its needs and look for skilled workers. SCIDE technicians are in 
constant attendance at Pedro Domingo Murillo industrial school and visit the 
sectional schools at regular intervals to give technical aid and advice. The 
development of good supervision in this field is made possible by the specialized 
training along these lines given one of the industrial teachers sent to the United 
States who is now associate director of the Division. 

The Vocational Agricultural Division had to start from the ground and con- 
struct the buildings needed for the purposes of its program, which is the estab- 
lishment of an agricultural school for the Montero project. Construction has 
been greatly delayed due to the critical shortage of cement, which must be 
supplied from national sources under the terms of the agreement. The three 
dwellings for SCIDE technicians are about 75 percent terminated. The dormi- 
tories and administration building are now at plate height. Subfoundations 
are in place for 3 of the 4 shops and classroom buildings and crews are making 
progress in raising walls. 
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Specifications for all equipment have been written and contracts for pur- 
chasing are being let. 

We do not think of our work as something for the Bolivian teachers. On the 
contrary, we are their associates working toward a common goal. This state- 
ment embodies their right to a pattern of life different from ours, but with its 
own internal logic. It means giving not what we think they should have but 
what they want and ask for as a loan from a good neighbor. 

Mr. Gitmorr. The next speaker will be Mr. Harry T. Dunkel- 
berger, regional public administration adviser. 

Mr. DunKeLbercer. We are quite aware of the need for stepping up 
the training and the know-how in the administrative aspects of this 
job. To attack this basic problem we have made the keynote training. 
That is done in 1 of 2 ways. We have, as you have he eard from the 
other people, the servicios that have been operating since 1942. 
Through them, the United States technicians with their technical 
and administrative know-how have had the opportunity of working 
in some industries and ministries on how to control and manage 
programs in health, education, agriculture, and now in public roads. 

The other approach we have just recently been able to get under- 
way is an overall approach in the way of training in the ‘lower and 
middle levels of Government employment, through a university-to- 
niversity contract. That has been negotiated this year. The contract 
agreement was finally signed in September. The University of Ten- 
nessee has been selected as the United States university through which 
this assistance will be provided, working with the U niversity of San 
Andres. We have a 3-year project in mind, costing $421,000. Under 
it, a staff of United States university professors from Tennessee, 
totaling 6 professors and other technical personnel, will come to La 
Paz—they should arrrive next month—to teach such courses as office 
management, practical training, filing, stenography, how to locate and 
file papers—the ministers in the Government spent a lot of time 
trying to find papers—budget administration, fiscal—general prin- 
ciples of how to organize—management, and control operations. 
Those would be the professors that will come down from the Uni- 
versity of Tennessee. In addition, we will send four Bolivia profes- 
sors from here to receive training at the University of Tennessee so 
that at the end of 3 years the University of La Paz will be in a posi- 
tion to have Tennessee drop out entirely. Secondly, the Public Ad- 
ministration Training Center will prepare special reports dealing 
with problems of Bolivian administration ; these reports may serve as 
training materials or texts in Spanish. Thirdly, Bolivian Govern- 
ment agencies will be able to call on this training center for advisory 
services such as the universities in the United States normally are 
able to provide to the Government there. 

The other aspect of the training program is the collection of certain 
key individuals in the Bolivian Government, including all branches, 
for training in the United States or Puerto Rico or Brazil in the field 
of management. We have laid out our current year’s activity in this 
fashion. 

For example, we named as our director in the public administra- 
tion program the president of the Central Bank of Bolivia, who is 
a very keen and able administrator. He has been designated as chair- 
man of the President’s Committee for Bolivian Public Administra- 
tion, which is currently charged with the job of developing a civil 
service system or merit system covering all Bolivia’s public service. 
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As part of our effort with him, we selected him to participate in a 
conifertines in Oxford, England; a round-table discussion of the In- 
ternational Institution of Administrative Sciences, at which the recent 
developments in private business management of interest and appli- 
‘ability to government were discussed, as well as techniques of train- 
ing for Government service. I will just go down the chart here. Here 
is a group of 35 we have tied in with this effort to develop a civil 
service system, who have been selected for training at the University 
of Tennessee in the various fields of personnel management, classi- 
fication tests and examinations, and so on. They are currently at 
Knoxville receiving that type of training with the objective, upon 
return, of establishing this agency. These men will be in a position 
to step in and operate it with the necessary know-how. 

In addition to those projects, we have tried to provide the necessary 
interest and stimulation of the regular key governmental officials. 

That is an example of the type of material we have made available. 

The Cuairman. Are those people making use of that material? 

Mr. DuNKELBERGER. We have had a very good response, Mr. Hardy, 
from that. We have calls for additional copies of this publication, 
for example, which we get from Puerto Rico, the Bulletin on Admin- 
istrative Management; we are holding meetings in some instances to 
<dliscuss what is in here and tied in with it will be this training center 
at which they will designate their employees to discuss further and 
get a more formal type of training than this would offer. 

These are just some additional examples of work simplification. 

The CoarrmMan. Those things ought to be very helpful. 

Mr. Dcnxe.percer. Here’s an exhibit on some of our press infor- 
mation showing the publicity they have given us on this particular 
program. These are basic texts which deal with introduction to public 
administration, elements of organization, principles of organization, 
and public personnel administration, which have just been made avail- 
able and which are very good texts for the civil service project. 

The Cuatmman. That’s very interesting. Thank you very much for 
the discussion of it. 

(Discussion off the record.) 

Mr. DuNxKeExperceER. The big problem is low salaries. The Minis- 
ter’s salary is 90,000 bolivianos. He is the top man. Converted at 
3,800 to a dollar, that is $24 a month. 

Mr. Mountarn. Do you have the situation here of Government em- 
ployees having to take 3 or 4 other jobs? 

Mr. DunxKeELpercER. That is the result of this salary situation ; yes. 

The Cuatrman. Thank you, sir. 

Mr. Gitmore. Our next speaker is Mr. Edward Marasciulo. 

Mr. Marascrvro. As Mr. Gilmore mentioned earlier, the problem 
in Bolivia is basically the problem of education. All over Latin 
America there has been a stigma against the training of people outside 
of doctors, lawyers, and engineers. In the past history of almost all 
of the Latin American countries anyone who wanted other types of 
training went outside of thejr country, to the United States or England 
for this training. We maintain a training program here which is, in 
essence, technical support to almost every mission represented in this 
room. As far as our mission, point 4, is concerned, we maintain a 
training program whereby young Bolivians begin to work with United 
States techniciang.in the field getting practical experience. After 
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usually a period of 2 years, the Bolivian participant is sent to the 
United States for advanced training. That’s true of agriculture in 
the fields of agricultural extension, machinists and so forth; it is true 
in the field of education for teacher training. We maintain a rather 
large program in an industrial school in St. Louis, and at the U niver- 
sity of Minnesota. 

In the field of public health, we send doctors, nurses, and sanitary 
engineers, all of whom have had basic training with United States 
technicians here in Bolivia before their trip, to the United States. 
We also maintain training programs in the field of civil aviation. 
Not much has been said about aviation. There is a Bolivian subsidized 
airline, and we maintain a civil aviation mission which assists Lloyd 
Aereo Boliviano in performing its operations. 

In addition, we have a training program in the field of labor which 
was recommended by Doctor Eisenhower on his trip last year. The 
labor program is coordinated with the Central Bolivian Labor Or- 
ganization and is coordinated with the Embassy. We have, to date, 
sent up some 28 labor leaders. Just the last group of them came back 
last week and we are in the process of evaluating the program now. In 
addition, we lend assistance to the Army mission, Air Force mission, 
and to the Inter-American Geodetic Survey, to send young Bolivian 
officers and enlisted men to the various Army schools in Panama. 
And, of course, Mr. Dunkleberger just described our assistance in the 
Public Administration Univ ersity contract. Mr. Ryan mentioned 
earlier the program sending normal schoolteachers to the United 
States. Similar to the labor program, they give them an idea what 
the United States is like and it helps them see for themselves that a 
lot of the propaganda put out by the Communists is not true. We are 
working in close cooperation with USIS. 

The Crarmman. You say we have 28 up and back. When did this 
program begin ? 

Mr. Marasctvuto. It began last February, a year ago last February, 
during fiscal year 1954 we sent eight to the United States. 

The CuatrmMan. Was that your first program of that nature? 

Mr. Marascruno. Yes. 

The Cuatrman. As I understand it, that grew out of the Milton 
Eisenhower visit ? 

Mr. Marascriuo. Yes. 

The Cuarrman. No activity prior to that ? 

Mr. Marascivu.o. No, sir. 

The Cuairman. What was your total program? You say you must 
have had 20 in fiscal 1955 ? 

Mr. Marascriu.o. Yes. 

_ The Cuarrman. Was that all that had been scheduled or was that 
Just a portion of what you originally contemplated ? 

Mr. Marascrvio. No, that was exactly what we contemplated, 2¢ 
people. 

The Cuatrman. That program seems to be functioning better here 
in Bolivia than in some of the other spots we have touched on. 

Thank you very much. 

Mr. Meaper. What companies do these labor leaders work for? 

Mr. Marasciuto. They vary. Wecoordinated the program with the 
National Labor Union. They were miners, industrial workers, com- 
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munication workers, white-collar workers; they varied. I could give 
you a breakdown of it if you’d like. 

Mr. Meaper. I'd like to have it. 

Mr. Marascru1. Surely, 

Mr. Meaper. And what screening process do you go through with 
the individuals? Is it done by your agency or by the Embassy ¢ ¢ 

Mr. Marascivio. Jointly, by the E ‘mbassy and our agency. We 
asked the labor union to submit a panel of 45 names from which we 
selected 20. Naturally we had to be careful with security clearance 
and it was on the basis of security clearance that we made our seiec- 
tions. 

Mr. Meaper. Are these labor leaders Communists or Communist 
leaning ? 

Mr. Marascivio. Well, as others have pointed out, there are various 
types of Communists in Bolivia who have different philosophies and 
outlooks. Naturally, the ones we sent to the States were not Com- 
munists. We couldn’t possibly get a visa for them. 

Mr. Meaper. You say that the last group just returned and you 
are evaluating whether it did them any good ? 

Mr. Marascru.o. Yes and we think it did. 

Mr. Meapver. How about the previous fiscal year’ Didn’t you 
have one that came back with wrong ideas about the United States 
changed ? 

Mr. MarascruLo. We did. We sent a report to Washington on 
him. He came from Chuquisaca, one of the large tin-mmining regions 
in southern Bolivia and was quite an agitator prior to his trip to the 
United States. One of the Americans who works for a commercial 
house here had been traveling around and reported that after this 
man returned, the manager of the plant where he works said that he 
wo completely changed his ideas. He now realized that the only 

vay the Bolivian labor union could achieve anything was by working 
in close cooperation with management. That’s only one example we 
have. 

Mr. Meaper. Do you have any information on how extensive a 
similar program of Russia—the Iron Curtain countries, is operating 
in Bolivia? 

Mr. Marascru.vo. There have been some offers made to businessmen 
to go to the Soviet Union on commercial tours, if you will. Two of 
them, strangely enough, came to our office and said they had been 
offered this trip; but that they preferred to go to the United States. 
Naturally, we can’t use that as a basis of selection. I think most 
people will agree we are not in competition with the Soviet Union. 

Mr. Meavrer. I was thinking of labor leaders. 

Mr. Marascruwo. No. 

Mr. Mraper. There is no program to take labor leaders to the 
Soviet Union 4 

Mr. Marascruto. No, I don’t know of any. 

The CHatrman. Mr. Gilmore, do you know of any such program ? 
Mr. Gitmore. No, sir. 
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The Crarman. Thank you. 

(Discussion off the record.) 

The Cuarrman. It has been a very, very effective presentation. I 
know it has been illuminating to me. I have been particularly im- 
pressed by some distinctions between this program here and some that 
we have encountered elsewhere—very interesting program. 

Mr. Meaper. Do we have on the record the total value of the aid 
prern and the total dollar value of the technical assistance pro- 

Mr. Mountain. We'll get that this afternoon, I understand. 

(Whereupon, at 12 :55 p. m., the committee recessed, to reconvene at 3 
p. m. of the same day.) 


STATEMENT OF WILLIAM H. KETNER, SPECIAL ASSISTANT TO THE 
UNITED STATES OPERATIONS MISSION DIRECTOR; ACCOMPAN- 
IED BY MARTIN G. RYERSON, ADMINISTRATIVE OFFICER 


AFTERNOON SESSION 


Mr. Mountatrn. Mr. Ketner, will you please state vour full name 
and title for the record. 

Mr. Kerner. My name is William H. Ketner, special assistant to the 
USOM Director. 

Mr. Mountain. What is your function as special assistant to the 
USOM Director? 

Mr. Kerner. My duty is primarily to interest myself in just about 
everything in Bolivia. I formerly, for the last 244 years, served as 
the Bolivian desk officer in FOA and the Institute of Inter-American 
Affairs in Washington. They brought me down here because they 
felt they needed someone with a Washington background, and our 
Director, Mr. Powell, asked me to give my attention to everything 
that comes across his desk. 

Mr. Mounra1n. Mr. Ketner, the committee has been interested, in 
the various countries we have visited where ICA operations are 
present in unliquidated obligations in the ICA program. 

Do you have a record of the unliquidated obligations for programs 
in Bolivia? 

Mr. Kerner. I have prepared a summary of unliquidated obliga- 
tions as of June 30, 1955, and, as a comparison, I have also prepared 
a summary as of September 30, which will particularly show you 
what happened to the fiscal 1955 funds. 

Mr. Mountain. Mr. Chairman, I request permission to insert both 
of these tabulations in the record at this point. 

Mr. Harpy. Permission granted without objections. 
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Summary of unliquidated obligations, as of June 30, 1955 


Project Technician Training Total 
| | 
Agriculture: | | 
1953 : | $1}, 224.96 | $11, 224. 96 
1954 3 | $138,817.05 | 5, 136. 82 143, 953. 87 
1955 : $113, 883.74 | 379, 662.97 | 70, 556, 25 564, 002, 96 
Industry: 
1954 : . ‘ lendbéned 11, 924. 31 = 11, 024. 31 
1955 44, 824. 36 15, 541. 00 60, 365. 36 


Transportation: 
Public roads: 














1954 ‘ 3, 976, 57 3, 976. 57 
1955 : 65, 000. 00 20, 363. 72 9, 912. 00 95, 275. 72 
Civilian aviation | 
1062....... ‘ savas ‘ane | ated ce ‘ 984. 83 | GR4. 8S 
1953 : ; | ‘ é 5, 448. 65 | 5, 448. 65 
1954__ fs d Stnckswas = So $648 —S 302. 55 302. 55 
1955 3, 960. 60 | 14, 850. 49 | 23, 511. 95 42, 363. 04 
Health and sanitation: | | 
1952 ‘ ecu Be ee 4 | the 161. 23 161. 23 
1953 ; ‘ z : 5, 721. 12 5, 721. 12 
1954 : = ‘ 907. 69 477. 29 1, 384. 98 
Set eee Same Le 113, 333. 36 | 49, 996. 78 64, 101. 41 227, 431. 55 
Education: | 
eds ae ne _ - ee ‘ 512. 93 512. 93 
Dn. «ps dd4= J ; .| 6, 856. 50 |. _- ; 6, 856. 50 
a has 112, 498. 00 | 46, 541. 69 51, 943. 59 210, 983. 23 
Public administration: | | 
Wes chan saseccses ves bem obo stedugtetunkos “| . 13, 557.40 13,657.40 
1955 | 421, 000. 00 52. 53 47, 161.00 468, 213. 53 
Social welfare: 
1953 ; ae . 6, 466. 76 6, 466. 76 
ibicthadedulcakard . brent be bedob tht 7 iris 210. 00 210. 00 
1955 on = . 6, 958. 00 6, 958. 00 
General and miscellaneous: 
1953... «hha Dik Satie beasehe ahieldecabbdesad id eds ctibeb eae 1, 060. 54 | 1, 060. 54 
ls citi have i aliwic dean du RPh ice Mba aiae aaied wines eicienthia Peace chai 603. 87 603. 87 
Mo a a3 pinta nabbed oe Ldoaee 418. 05 34, 430. 00 | 34, 848. 05 
Labor: 1955 . é ee ee . , chicdlial Rls caisienais taceiian Sie 53, 744. 26 53, 744. 26 
Office of the Director: | 
ii neice en dkteh ba chbldbeebbudacbdaikhs A bebe ---|--- whips bb 6bWeh ddan diniin be SSSA ee 
anette 1 esutencnatekaa iets deta tans sentobaicd toes FON ease as 
Siidnneddces Ti dhatildcobhiohnsebwshieeine thunueaculeh® 22, 339. 42 sat 22, 339. 42 
Total: 
1952___ si Ser ae Hiiwivbhenevtekbah at 1, 146. 06 |. 
1953__. . ‘ 3 baeianaan ; — 512. 9 29, 922.03 |..-. a ta 
chide ad biateb es Snibblotichinddhobhe sis séac-neet | 66RD mu orace 9.12... 4d... 
Pihesimiene’ ee ee ee ee | TUM Bao ncn eeglt 
} - aun slbeemastn = edie = 
Grand total. ........-. atiitdisindiy ts 4 binned 829, 675. 70 742,045.06 | 420,205.48 |.............4 
Unliquidated obligations, as of Sept. 30, 1955 
Project Technician Training 
Agriculture: 
1953 ss laa gti siciesa sal blancs aisiiin ib natini tnkeaatiel inns nila . : S 
1954 paltalk mcr Oehesca hchdiciial dn akGuthldeed dechn obdeskee cana $100, 209. 25 Ja 
nates bekinsaens . os artis ds dlbansnpamistediinaglicly heli ndaned $90, 662. 45 343, 020. 44 | $67, 214. 46 
Industry: | 
1954___- itveics debe heighten tet hand ome Les berg baa epteaees i 006 @81).5:)..5,24.... 
1955__. ; ‘ : stalin : . i 36, 491. 61 8, 349. 36 
Transportation: | 
Public roads: 
1954 i ‘ 3, 976. 57 |_- ‘ 
1955 . . 65, 000. 00 6, 937.88 | 9, 204. 00 
Civil aviation: 
‘ Seease : 984. 83 
1953....... ; nieete ; paca ; 5, 448. 65 
1954... net . ee aca aacain A = 91.63 


Be icaws« _ : aie 693. 81 1, 140. 13 19, 885. 24 
| i Gani | 46, 365. 23 
Health and sanitation: | | 
i ccindiinaiaiebiinnae shnenegiashanescenvinssuoessiotfasevansantccoeianieieseressfessach 
1953 take ; ‘ Seite acti tian ania ‘ a hs eats Rt raid 5 
UR sce caieanichs Macpiana cies _.-....| 1,496. 26 332. 74 
ei iernn : Giinieetguminwdctinekeinbwndinn 113, 310. 63 | 26, 267.31 49, 118. 43 








Total 


1), 224. 96 
43, 953. 87 
164, 002. 96 


11, O24. 31 
60, 365. 36 


42, 363. 04 


161. 23 

5, 721. 12 
1, 384. 98 
27, 431. 55 


512. 93 
6, 856. 50 
10, 983, 23 


13,957.40 
58, 213. 53 
6, 466. 76 

210. 00 

6, 958. 00 

1, 060. 54 

603. 87 

4, 848. 05 
3, 744. 26 


2, 339. 42 


ining 


, 214. 46 


, 349. 36 


984. 83 
, 448. 65 
91. 63 

, 885. 24 
, 365. 23 


332. 74 
118. 43 
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Unliquidated obligations, as of Sept. 30, 1955—Continued 




















Project Technician Training 
Education: 
1B... noe nner nnn nen nnn n ene en nen o renee nen e sen enast|ececeeeeen nee SORA ctcsie cd 5. 
FO Fe hain hs en nich habbtiefh diet anal bdindgat at bogey encensdvmaoiek 6, 856. 50 |... - 
f SU eR tite avinranenasealas ckseninpsenssaiieriesis $111, 545.23 | 32,286.16 | $50, 591.90 
' Public administration: 
i 1954... ----------+------ +--+ 22-2 ee ee ne ee enn eee +--+ e+e |--- bnndne sicapinepei snd 11, 924. 68 
b4 1956... ..-.--.----------------2-----2-22----- 2-2-2 ----- j 421,000.00 }.---------- 45, 901. 00 
| Social welfare: 
BE A eiacite se accnes vote itactanereccéweapenthcneed So eeerceasetieih Ree dase 4, 359.73 
ba TOUULY Sdcib Sek eddeeacalpei seeds Retnckib bala Riek dda sasbdehaesicdbedon et 210. 00 
! Fi cinerea does ub eieakdidlthtnadtittirmnn teen eiieat a a ONS ate ia . 6, 958. 00 
General and miscellaneous: | 
O58... 236 c0dcn nnn ence one n een ss see seep en esos ceneesooen-s Lndituanaeset neewdecemael 738. 31 
1954... .---.------------------- 2--------- +--+ 22-22 -++-2-- Socsaintcamietee leeks sae 603. 87 
1955_..-..---.----------------------- wvene ener se 5--seee-[oe------------| 182. 01 | 24, 758. 00 
ee ee Tere eee ef ae ys 
Total: 
Peethxcasbess vandchachugepagenedaee on a peGint al ei ete : 984. 83 
1953...-..----- non enen-nee-e--- : psi sical heap aahina 512.93 | 10, 546. 69 
1954.......-- . oe _ sa abies | 124,462.89 13, 162. 92 
1966: £3...4.. wn bidauhshcdem : 802, 212. 12 457, 798.00 | 327, 845. 62 
Guond te0lh.... 054. apa hae aaniarels : 802, 212.12 | 582,773.82 352, 540. 06 


| 


Fiscal year 1956 program plan, technical cooperation, Latin America—Program 
comparison sheet—Bolivia 


[In thousands of dollars] 











Unliquidated obligations . ‘ ‘sti- 
Cumula- y y | Presenta- |A pproval amen 
teaohi.| .  . 1 ss — tion to | for pro- | level of 
aie peat De, gations ca sOnS, — gram imple- 
Vitle of activity through | Prior ° | Fiseal fiscal Cee, | plan, oie. 
June 30 eae year | Total year | ‘Sseal ical tion 
1955 * |) year 1955 1955 year year fi ms 
as} = 1956 1956 ape 
year 1956 
Project assistance: 
Agriculture and nat- 
ural resources _| $4,320. 4 $155.2 | $564.0 | $719.2 $908.6 | $1,024.0 | $1, 069.0 $969. 0 
Industry and mining 134.7 i1.9 60. 4 72.3 77.9 11.0 47.2) 47.2 
Transportation ---.-.- 297.8 10.8 137.7 | 148.5 171.7 252. 9 300. 5 300. 5 
Labor 69.3 = 53.7 53. 7 69.3 80. 7 80. 7 RO). 7 
Health and sanita- | | 
tion 2 1, 385. 9 | 7.3 227.5 | 234.8 374.9 450. 5 | 471.5 471.5 
Education 1, 375. 4 7.4 | 211.0 218. 4 410.6 | 442.7 422.1 | 422. 1 
Public administra- | 
tion : 491.8 | 13.5 | 468.2 481.7 473.9 192. 0 56.9 | 56.9 
Community devel- | } 
opment, welfare, | 
housing 54. 2 6.7 6.7 13. 4 7.4 16. 2 19.7 19.7 
General and miscel- | | 
laneous ; : 200.8 | 1.6 34.9 36. 5 41.5 30.0 41.0 41.0 
Othe? . <.-205425-<3 1107.2 | 2—45.6 ‘ —45. 6 7.9 fa ; 
Total project assist- | | | 
ance en 8, 437.5 168.8 (1,764.1 {1,932.9 2,535.8 | 2,507.9 | 2,508.6 2, 408. 6 


Includes program direction, : be 
Reduction for 45.6 expenditure in transit; undistributed. 
State support costs. 


Mr. Mountarn. Mr. Ketner, can you give us a brief statement as 
to the reasons why there have been considerable unliquidated obliga- 
tions in this program ? 

Mr. Kerner. Yes. 

You will notice on the June 30 sheet, for example, that in fiscal 1952 
there appears an item of $1,146 unliquidated for training activity. 
There also appears in 1952, $29,900, also for training. 


73434—56——28 
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The way this operation was carried out earlier, when a training 
activity was proposed, a trainee was selected and funds were ob- 
ligated. This bbligation was prepared on the basis of an estimate, 
prepared by Washington, of the cost of sending that man to the United 
States. 

It takes anywhere from 3 to 9 months to prepare a trainee to go to 
row United States. This preparation includes things like language 

‘aining, preparation of adequate documentation to ‘get him into the 
fo i if he happens to be going to a college; sec urity clearance ; 
medical clearance; and all of the administrative details that are re- 
quired. By that time anywhere from 3 to 9 months have elapsed. 

Then, when a man goes to the States, he probably will stay there a 
year. So that there is no way of knowing how much money has 
actually been obligated until this man comes back from his training 
and a total of nearly 2 years will have elapsed before that activity is 
completed. 

Mr. Mountarn. You mean, there is no way of knowing how much 
has been expended ? 

Mr. Kerner. That’s right. 

Mr. Mounrarn. It has already been obligated ¢ 

Mr. Kerner. That’s right. 

Mr. Mountarn. Proceed, please. 

Mr. Kerner. In the case of technicians, we have an item of $512, 
which appears as unliquidated in fiscal 1953. In my study of these, 
within the last few days, it has been determined that that amount is 
aVailable for liquidation. It amounts to an overobligaion. 

Mr. Mountain. Do you mean that it is a residue of an obligation ? 

Mr. Kerner. Yes. 

Mr. Mounrrarn. In such a case, do you have to request Washing- 
ton permission for deobligating a residue? 

Mr. Kerner. No. I think we can do it ourselves. 

For example, at the end of a fiscal year, we may estimate that 1 or 
2 technicians may be payrolled sometime in June. They take at least 
2 to 4 weeks for orientation in Washington before they leave for the 
field. 

Their shipment of effects, their travel, is a charge to that fiscal year. 
We don’t always know how many children they have, how much ‘they 
will be allowed in the way of household effects, so the obligation must 
be created on an estimate basis. 

On the other hand, if a technician should leave here near the end 
of a fiscal year, sometimes it takes as much as 6 months to get their 
effects out of here. It may take another 4 or 5 months to get the bills 
back here, to make a proper charge to these allotments, so there is 
that timelag in the technicians’ obligations. 

Now, with respect to project obligations, you will notice that there 
are not unliquidated obligations in fiscals 1953 and 1954. The only 
unliquidated amount we shown is in fiscal 1955. These sums of money 
are committed to the cooperative services that we have here, the ser- 
vicios, as they are called. 

The Bolivian Gov ernment operates on a calendar year basis. Our 
contributio1 ar, for example, we received our allotment, our 
technical] assistance allotment, at the end of December. Then we 
must write a contribution agreement, which must be signed by the two 
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governments, indicating a mutual contribution to this cooperative 
service. 

These contributions then are parceled out, month by month; as the 
Bolivian Government puts up their share, we put up one-twelfth of 
our share. In fiscal 1955 our contributions didn’t begin until March. 
The agreements weren’t signed until March, and it was April before 
they were started. 

All of our services run 2 or 3 months behind because the Bolivian 
Government is slow putting up their share and we won’t put up ours 
until they do. 

So it 1s the end of December, or probably January or February, 
before these amounts are liquidated. 

Mr. Montain. Can you explain the fact, Mr. Ketner, that you do 
not have project carryovers from previous fiscal years! You don’t 
have unliquidated obligations on the project. c ategory for any year 
prior to fiscal 1955. 

Mr. Kerner. That’s right. That’s because this is the contribution 
to the cooperative service, and these funds are committed—this is the 
money the servicios operate with. They can’t operate unless that 
money keeps going into the mutual fund. 

Mr. Mountarn. Can we infer from this tabulation that the Bolivian 
Government has been quite prompt in putting up their matching 
funds? 

Mr. Kerner. Yes, sir; quite prompt. ‘Two or three months has 
been my experience. 

Mr. Mountain. I think it affords an interesting contrast with what 
we have seen in other areas where some of the ‘unliquidated obliga- 
tions have been based on the failure of the host government to match 
United States contributions in a timely fashion, even allowing for the 
lag in their appropriations year. 

‘Mr. Kerner. That’s true. To me, this is an indication of an inter- 
est. and appreciation on the part of the host government of the work 
we are doing here. 

(Discussion off the record.) 

Mr. Mounrtatn. Mr. Ketner, this tabulation which you have sup- 
plied applies only to the technical assistance part of your program 
here, does it not? 

Mr. Kerner. That is correct. 

Mr. Mounratrn. Do you have similar figures on the development- 
assistance program ? 

Mr. Kerner. We have prepared a booklet which describes our total 
program here. Maybe I ought to say that one of the things we have 
been extremely careful about is to separate the two funds. 

We have two appropriations, one of which is for technical assist- 
ance and one for economic aid. Our main concern in this respeet is 
we are looking for the time when development assistance will stop. 
We want the Bolivians to understand which part is technical assist- 
ance, and so we are very careful to keep the two separate. 

This booklet. describes our program in total, because naturally the 
development assistance program operates through our technical assist- 
ance personnel and our programs here. This booklet describes our 
technical assistance program as such. 

We have a section in here which has been devoted to the develop- 
ment assistance program. It touches only on the amount of money 
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that has been labeled “Developmental supplies and equipment.” It 
shows how the $6 million developmental supply and equipment has 
been parceled out, project by project, and how the counterpart funds 
have also been allocated to the same projects in support of local-cur- 
rency costs for the same project. 

Mr. Mountarn. Mr. Chairman, I request permission to introduce 
this document in our record as an appendix. 

Mr. Harpy. Without objection. 

(Discussion off the record. ) 

Mr. Mountain. Mr. Ketner, is your accounting at the mission level 
for the development assistance program the same as that for the tech- 
nical assistance program ? 

Mr. Kerner. No. Our allotment for technical assistance is in the 
hands of the mission director in Bolivia. The allotment for develop- 
mental assistance is made to the regional director for Latin American 
affairs in Washington. 

The way this development assistance program operates is that 
when we are told the amount of the allotment, we then, 1n collaboration 
with the Bolivian Government, determine how this money should be 
used for developmental projects in Bolivia. 

On that basis we submit to Washington our estimates, with cost 
figures and with specifications, for obligation of the funds. With 
Washington approval, they issue what they call a a eee author- 
ization,” which automatically obligates these funds. 

Now, in fiscal 1954 and 1955—which was it ?—1954 was the begin- 
ning of the development assistance program here—we have obli- 
gated in full these amounts of money. After Washington issues these 
procurement authorizations, they come down here, and that gives us 
authority to go out and make procurement of these commodities. 

In fiscal 1954 the majority of our stuff—we have an election here, 
when we submit our requests, of requesting either GSA procurement 
or commercial. In 1954 it was mainly in the nature of commodities, 
but the bulk of the commodities were requested for GSA procurement. 

However, we operate on a time schedule, particularly with agricul- 
tral commodities. When the orders are placed, they are placed with 
specific reference to harvesting of a crop, clearing land, or something. 
Time is of the essence. We found we weren’t getting the deliveries 
as promptly as we needed them here from GSA. 

As a consequence, we elected in 1955 to make all of our procurement 
from commercial sources. Here in La Paz we issue bid invitations, 
which are simultaneously issued in Washington. The Minister of 
National Economy is the procurement agency in this case. The bids 
are submitted and opened and the contracts awarded in La Paz, and 
the delivery dates are specified in the contracts. We are getting much 
bettér deliveries this way. 

Mr. Mounratn. Do you exercise some control over how the bidding 
procedure is governed here in La Paz? 

Mr. Kerner. Oh, yes; we have on our staff a commodity-control 
officer. All of our procurement must be done in accordance with regu- 
lation 1, which sets up the standards for procurement of commodities. 

Our commodity-control officer oversees the procurement to make 
sure all of the requirements of regulation 1 are met. 
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Mr,,-Mountain. Do we understand you have authority from the be- 
quoung of this program to purchase either from GSA or commercial 
channels ? 

Mr. Kerner. Yes. 

Mr. Mountarn. And on the basis of your experience here, you de- 
cided to concentrate on commercial procurement in terms of better 
delivery and closer control over the supply ? 

Mr. Kerner. That’s right. 

Also, where the procurement is done here, we are then in a position 
to review the bids. For example, if you start out with a particular 
type of machine, then in buying additional machines and stocking 
spare parts, it is economical to keep buying the same type of part or 
machine. 

Mr. Mountain. Then, the developmental assistance program, in its 
entirety in Bolivia, is administered through the ICA people here, 
through the USOM mission ? 

Mr. Kerner. Well, the procurement is effected—maybe I'd better 
go back a litle bit. 

Six million of our total allotment for developmental assistance is 
earmarked for developmental supplies and equipment. This amount 
of money is parceled out by projects. For example, the Agricultural 
Servicio got something like $214 million of that $6 million for agri- 
culture supplies and equipment. 

They issue the bid announcements. They, in effect, make procure- 
ment. However, the letter of commitment, this money, does not come 
to Bolivia. Asa result of these procurement obligations, the Bolivian 
Government requests Washington to issue a letter of commitment. 


The Manufacturers Trust in New York handles the account, and 
they pay off the cost of the contract. So that, in effect, the Minister 
of Economy is the purchasing agent for all of these commodities. 

I, in turn, subauthorize the agencies responsible for carrying out 
these paagecss to act as purchasing agent. The Bolivian Develop- 


menta orporation buys some commodities. The Agricultural 
Servicio buys some, the Health Servicio, the Education Servicio—all 
buy some commodities. 

Mr. Mountain. You mentioned $6 million. This was not the total 
amount of developmental assistance granted to Bolivia in fiscal 1955, 
was it? 

Mr. Kerner. No; that is correct. 

I have here a chart which shows the developmental assistance pro- 
gram for fiscal 1955. We have used two totals for economic aid or 
developmental assistance in Bolivia, one for psychological reasons, 
and the other for our own budgetary purposes. 

The amount we show here is $20,102,000. The amount that has been 
announced in Bolivia is something in excess of $25 million. That 
figure is the CCC costs figure of the agricultural commodities. This 
figure is based on the market value of the commodities. 

Now, the $6 million I have been talking about is this area in here, 
of the $20 million, developmental assistance, development supplies 
and equipment. That goes for dollar requirements for machinery 
to carry out paagects here in Bolivia. The remainder of the $20,102,500 
goes for agriculture commodities and transportation. 
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Now, as you can see, that $6,400,000, or 32 percent, went for flour 
and wheat ; $388,000, or 2 percent, for dry nonfat milk; $800,000, or 
4 percent, went to rice; $928,400, or 5 percent, went into cottonseed oil ; 
$365,000, or 7 percent, into lard; and $2,500,000 into cotton, or 12 
percent; and $1,721,100, or 8 percent, into transportation. 

Nearly all of these commodities came from Public Law 480. 

Mr. Mountain. Who had the task of negotiating agreements for 
those things shown on your chart as outside development assistance, 
and who administers the uses made of these commodities in Bolivia? 

Mr. Kerner. The amounts of the commodities were determined on 
the basis of the Bolivian requirements for each of these commodities. 

Mr. Mountarn. Who among the United States representatives 
here made that determination ¢ 

Mr. Kerner. The Mission Director and Ambassador Drew, in col- 
laboration with the President and the Minister of Economy. 

Bolivia has estimated, using wheat or flour, that Bolivia—without 
United States aid—would have to import something in excess of 
90,500 metric tons of wheat a year. This program, in all of the com- 
modities, is designed to provide those commodities that they are unable 
to buy because of a dollar shortage. 

Mr. Mountain. When these food imports are brought in, how are 
they handled ? 

Mr. Kerner. We in the mission, through our commodity control 
oflicer, know what quantities of each commodity have been approved. 
We make a physical check on the amounts of each commodity that 
come in. These commodities are under the control of the Ministry 
ot Economy. 

Retailers are assigned quotas of commodities for sale. They are 
sold at the market price here in Bolivia. The sale prices of these 
commodities are under the control of the Minister of Economy. We 
keep our records, and the Minister of Economy keeps his records. 

Periodically we meet with the Bolivian Government and mutually 
determine how this so-called counterpart fund will be used for devel- 
opmental or supplemented for projects here in Bolivia. 

Mr. Mountatn. Then, these sales proceeds are deposited in a special 
account here in Bolivia ¢ 

Mr. Kerner. Yes. 

Mr. Mounvrarn. And they are owned by whom, the Bolivians or 
the United States ¢ 

Mr. Ketner. Well, it depends on the source of the funds from 
which these commodities were derived. 

For example, title of Public Law 480 commodities, the sales proceeds, 
are to the account of the Bolivian Government but can only be dis- 
bursed by mutual agreement between the USOM and the Bolivian 
Government. 

Under section 402 of Public Law 665, for any commodities bought 
under the provisions of that law, those soles proceeds are to the account 
of the United States Government, and we'are required in that instance 
to obtain Washington approval for disbursement of those funds. 

Mr. Mounrain. Do you know, Mr. Ketner, whether this ownership 
of the sales proceeds under Public Law 480 by the Bolivian Govern- 
ment is unique or customary in Latin America ? 

Mr. Kerner. In my experience, this has been the only program of 
title 2, Public Law 480, in Latin America. When I was in Washing- 
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ton, we had a title 1 program in Peru, which was a loan proposition, 
but to my knowledge, except for Haiti and Guatemala, I think, with 
which I haven’t had any experience, this is the only one in Latin 
America which is under title 2. 

Mr. Mountain. Perhaps there is a little ditferent arrangement under 
title 1,then ¢ 

Mr. Kerner. Yes. 

Under title 1, you have got to make a loan agreement. The United 
States Government holds title to the sales proc eds, and that is loaned 
to the local government for developmental projects. Under title 2, 
this is a grant of foodstuffs and the sales procedes which are generated, 
the host government holds title, and we do it by project agreements. 
We sign agreements for every project for which these funds are 
allocated. 

Mr. Mountarn. Do we draw against these counterpart funds under 
title 2 a percentage for U nited States administrative expenses / 

Mr. Kerner. We haven’t yet. Our feeling has been that the funds 
‘an be put to greater use for developmental projects than for United 
States administrative funds. 

Actually, here in Bolivia, our administrative costs for local currency 
are so low that it really doesn’t make that much difference. We do 
have about five employees working for our commodity control officer 
who are paid by the Minister of Economy. They are on his payroll, 
paid by counterpart funds, but that’s for the Bolivian Government. 

Mr. Mountain. Thank you very much, Mr. Ketner. 

(Discussion off the record.) 

Mr. Mountain. Mr. Ryerson, will you please state your name and 
position ¢ 

Mr. Ryerson. Martin George Ryerson, administrative officer at the 
Embassy. 

Mr. Mounrarn. Mr. Ryerson, can you tell us what your staffing pat- 
tern of this post calls for at the present time in terms of both Ameri- 

cans and locals? 

Mr. Ryerson. We are to have 27 Americans and 16 locals. Do you 
want a breakdown ? 

Mr. Mountain. No. 

Mr. Ryerson. Correction—that is 28 Americans, and 16 locals. 

Mr. Mountatn. How many of the Americans do you actually have 
on board / 

Mr. Ryerson. Actually 25. 

Mr. Movunvratn. You have physically present for duty 25 out of 
your 28 ¢ 

Mr. Ryerson. We have physically present, 24. 

Mr. Mounratn. In other words, you lack something like 14 percent 
of your—you have 86 percent of your staff on board at present for 
duty ? 

Mr. Ryerson. That’s right. 

Mr. Mounratx. What has the experience of this post been over the 
last year or two in maintaining a full complement on board ¢ 

Mr. Ryerson. The last 6 months, with 1 exe eption, we have had a 
full complement. Prior to that, we were lacking anywhere from 3 
to 5 people. 

Mr. Mountain. Do I understand that in the last 6 months you have 
had 100 percent of your complement on board for duty / 
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Mr. Ryerson. With the one exception of the medical person, and 
that does not include two new people assigned, effective November 1. 
They have been assigned to our complement, but the two new people 
will not be effective until November 1. 

Mr. Mountain. You mentioned one medical person. 

Mr. Ryerson. The person in question is our commercial attaché, 
Mr. Bridgett. He went home on leave in April, this year. En route 
to the post, he developed an eye infection, and he is now under obser- 
vation in the Department of State, by the Department of State Medical 
Director. 

Mr. Mounrarn. In the figures you have given us, have you included 
people on home leave as being present for duty ¢ 

Mr. Ryerson. Yes. 

Mr. Mountain. We would like to know your figures of people phy- 
sically present here, not just charged to your payroll. 

Mr. Ryerson. As of April 17, when I arrived, we had at that time 
a complement of 26, with one person on home leave being that same 
person. That was all. We had 25 people present out of 26. 

Mr. Mounratn. None of those 25 were in transit from or to other 
posts ? 

Mr. Ryerson. No. As of my arrival, I completed the complement. 
They were short an administrative officer, and one of the persons from 
another section had been doing that work. 

Mr. Mounrain. Do you know from previous records or conversa- 
tions with other people here what the experience of this post has 
been in having people on board here, as opposed to those on home 
leave and elsewhere ¢ 

Mr. Ryerson. Well, from conversations with my predecessor, we 
were generally 2 persons short, either 1 not having been assigned to 
fill someone’s place who had already gone, and 1 person on home leave. 

Mr. Mounratn. How do you account for the fairly high percentage 
of your staffing pattern you have been able to maintain on board at 
all times here? 

Mr. Ryerson. It is my belief that the staffing pattern has been 
maintained here simply because this is a hardship post, and the 
Department of State has extended every effort to get the personnel 
assigned here out on time, on home leave, and get replacements in. 

Mr. Mountarn. When was the last time this post was called upon 
to make a budget estimate ? 

Mr. Ryerson. As near as I can recall, March of this year, it was 
in March of this year, prior to my arrival. 

Mr. Mounrarn. Are we clear that our question relates not to a 
financial plan, but to an actual budget estimate. 

Mr. Ryerson. For what year? 

Mr. Mountain. For fiscal year 1956. 

Were you also called upon to make a financial plan for fiscal 1956? 

Mr. Ryerson. Not to my knowledge. I haven’t seen any evidence 
of it in the records. 

Mr. Mounrarn. Have you received your post allocation for the 
first quarter of this year? 

Mr. Ryerson. No. 

Mr. Mountain. Have you received instructions as to how to operate 
in the meantime ? 
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Mr. Ryerson. We were given an interim allocation, based on the 
1954 expenditures. 

Mr. Mountatn. In the course of presenting budget information to 
the Department, are you called upon to work out reimbursement 
agreements with other United States agencies receiving Embassy 
support ? 

Mr. Ryerson. No; generally, that is a separate call. For instance, 
at. the moment we have a request in for the administrative support 
estimates to be prepared for fiscal year 1956. 

Mr. Mountain. Could you submit for our record a breakdown of 
your reimbursement support arrangements for fiscal 1955, showing 
the amount of dollars for each category of support? 

Mr. Ryerson. Yes. 

Mr. Mountatn. And the percentage represented by that, I pre- 
sume this would include USIS, ICA, and the military attachés. 

Do you also give support to the military missions here? 

Mr. Ryerson. No, we don’t. 

Mr. Mounvrarn. There is no reimbursement agreement with those 
people ? 

Mr. Ryerson. No. 

Mr. Mounrarn. Do you handle their telegraphic communications 

Mr. Ryerson. The military missions ? 

Mr. Mountain. Yes. 

Mr. Ryerson. Very limited. Just an occasional telegram they 
might have to send out. 

Mr. Mounratn. Do you bill them directly on a monthly basis for 
any such services / 

Mr. Ryerson. Yes. 

Mr. Mountatn. Do you also bill the other agencies on a monthly 
basis ? 

Mr. Ryerson. No; that is under the administrative support. 

(The information requested follows :) 

AMERICAN EMBASSY, 
La Paz, Bolivia, November 18, 1955. 
Mr. MAURICE J. MOUNTAIN, 
Counsel, House Subcommittee on International Operations, 
House Office Building, Washington, D.C. 

DeaR Mr. MountAIN: In accordance with your request, I hereby submit the 
breakdown for administrative support given to the United States Information 
Service and the United States operations mission to Bolivia, the only two organ- 
izations supported by the Embassy administrative section. 

The breakdown is as follows: For USIS, $14,324; for USOM, $6,948. 

I am sorry that I have been so long in getting this information to you, but it 
seems that we have had one group of visitors after another and my time has been 


well taken up. 
I hope that you enjoyed the remainder of your trip and that we may meet again. 


Sincerely yours, 
MarTIN G. RYERSON, 


Administrative O ficer. 

Mr. Mountain. What measures are in effect on this post to control 
telegraphic volume? 

Mr. Ryerson. We have set up an administrative program on tele- 
graphic volume, and all telegrams are reviewed first by our communi- 
cations people to cut down their volume, unnecessary wordage, and 
the Ambassador is very active in seeing that the telegraphic expenses 
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are kept to a minimum; and also, I, in turn, review the monthly trafic 
in the eee keeping it at a minimum. 

Mr. Mountain. Would one of the elements of your review inyolve 
a determination.as to whether a message could arrive in time by pouch 

rather than by telegr am ¢ 

Mr. Ryerson. Yes, sir. 

Mr. Mountarn. How do you make such a determination 

Mr. Ryerson. Depending on when the telegram is sent in to the 
communications center for dispatch, and depending on its content, 
we compare the time necessary for transmittal to the United States, 
or wherever it might be, as to what time it would take to go by pouch, 
due to the fact we have 2 pouches each week, the arrival “of which in 
Washington is about 36 hours from the time it leaves La Paz. 

The content of the message will naturally govern whether or not 
it will go by pouch or telegram. 

Mr. Mocnrarx. Does your system include requiring the originator 
to include on the message the deadline date by which it must be in the 
hands of the recipient ? 

Mr. Ryerson. No; that hasn't been used to date. 

Mr. Mountain. Do you think it would help you if such a date were 
included in the message, to determine whether or not it could go by 
pouch ? 

Mr. Ryerson. Yes; it would, definitely. 

Mr. Mountain. The reason we are bringing this up is, this is a sug- 
gestion made by Robert Heller Associates, the management firm, and 
they specific ally recommended that this kind of device is an essential 
control mechanism over any communication officer who had a respon- 
sibility for cutting down telegraphic volume control. 

Turning to another subject, I am sure you are familiar with the 
Wriston program. 

Mr. Ryerson. Yes. 

Mr. Mounrtarn. Can you tell us how many FSS or FSR people you 
have had at this post since the inception of that program who were 
eligible for integration ? 

Mr. Ryerson. Only two. 

Mr. Mountain. What is their present status, as far as integration ? 

Mr. Ryerson. Of the two, I believe only 1—myself—applied, and 
I haven’t heard 1 word. 

Mr. Mountain. How long ago did you apply ? 

Mr. Ryerson. January 18, 1955, from Madrid. 

Mr. Mocntary. You have had no response from the Department up 
until now ? 

Mr. Ryerson. No. 

Mr. Mounrarn. Have you been in the Department since January 
1955? 

Mr. Ryerson. Yes; I was in the Department early in March, about 
March 8. 

Mr. Mountarn. Did you make any inquiries as to what had hap- 
pened to your request ? 

Mr. Ryerson. I took it up with the Acting Chief of Personnel, 
Howard Mace, and he asked me to refer it to the Board of Exami- 
ners, and I was told that because the program was moving so rapidly 
those of us who had not been in actual FSO positions after August 1, 
1954, couldn't be considered. 
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Mr. Mountarn. Were you in an FSO position at the time you 
applied ? 

Mr. Ryerson. No, I was not. I had previously been general serv- 
ices officer with the Embassy in Madrid. In August "1953, I was 
®riffed.” However, due to the fact they needed personnel in Madrid 
to help set up the new USOM, I was given a 30-day, and later a 60- 
day, extension, of my rif notice. 

In January 1954, I was taken off the rif list, and made acting ex- 
ecutive officer for USOM in Madrid. I had actually been in that 
position since the previous November 17. I stayed in that position 
until February 28, 1955, at which time Iwas considered for transfer to 
Phnom Penh, in Laos, but the Department found at that time that 
we had a child just 2 months old, and decided that wasn’t a healthy 
place to send the baby, so that transfer was canceled, and I was 
transferred directly to La Paz. 

Mr. Mounratn. Do you currently occupy an FSO position under 
the Wriston program / 

Mr. Ryerson. I occupy FSO-5 

Mr. Mountain. And you are an FSS¢ 

Mr. Ryerson. Yes, FSS—6. 

Mr. Mountatn. Has there been any indication that you should ap- 
ply once more under your new status 4 

Mr. Ryerson. When the then Acting Director of Personnel was 
through La Paz, I discussed it with him, and he told me to sit tight 
and IT would hear. That was in May, late May or early June. I think 
it was late May. Since that time I haven’t heard anything. 

However, I have considered writing Mr. Mace and finding out just 
exactly what the situation is. I have noticed many of my contempo- 
raries have been recently appointed. 

Mr. Mounratn. What about the other person eligible here ¢ 

Mr. Ryerson. The other person is FSS, but not ‘eligible, due to over- 
age. He has 29 years’ service, and I believe he is 58 years of age. I 
think 53 was the deadline. 

Mr. Mountain. There are no other people eligible here under the 
Wriston criteria / 

Mr. Ryrrson. No; this post has been staffed almost entirely with 
FSO’s. 

Mr. Mountain. Thank you very much, Mr. Ryerson. We appre- 
ciate the help you have given us, and I believe our record is fairly 
complete, or will be, with the submissions you are going to seid in. 

Mr. Ryerson. Yes. 

(Whereupon, at 4: 40 p. m., the subcommittee adjourned. ) 











APPENDIX 





ExHIsit A 


UNITED STATES OF AMERICA OPERATIONS MISSION TO BOLIVIA 
STATUS REPORT, OCTOBER 1955, LA PAZ, BOLIVIA 


INTERNATIONAL COOPERATION ADMINISTRATION—UNITED STATES OF AMERICA 
OPERATIONS MISSION TO BOLIvIA 


CONTENTS 


PART AND TITLE 


I. Agriculture and Natural Resources. 
II. Education. 
III. Health and Sanitation. 
IV. Public Roads. 
V. Civil Aviation. 
VI. Public Administration. 
VII. Resettlement and Colonization. 
VIII. Projects Financed From the 1955 Developmental Assistance Program. 
IX. Training. 
X. Development of Petroleum Code. 
XI. Geological Study of the La Paz Area. 
XII. Administrative Management and Services. 
XIII. Progress Reporting. 


STATUS REPORT OF THE AGRICULTURAL AND NATURAL RESOURCES FIELD PARTY AND 
INTERAMERICAN AGRICULTURAL SERVICIO 


The work of the agriculture and natural resources field party is carried on 
through the Servicio Agricola Interamericano (Interamerican Agricultural Serv- 
ice), an agency set up under an agreement between the United States and Bo- 
livian Governments. 

OBJECTIVES 


The primary objective of the agricultural program in Bolivia is to increase 
agricultural production, and thus (1) save foreign exchange that is now used 
to import food and fiber, and (2) raise the standard of living of the Bolivian 
people. 

BACKGROUND INFORMATION 


Bolivia imports for 1955 will average $32 million worth of food and other agri- 
cultural products per year. Most of these products can be produced in Bolivia and 
thus save foreign exchange that can be used to make up the present unfavorable 
balance, or to provide funds to purchase production goods to increase the wealth 
of the country. Maldistribution of population is one of the major problems of 
Bolivia. (See maps A and B.) 

Bolivia is divided into 3 general regions: the Altiplano with an altitude of 
12,000 to 15,000 feet and the surrounding mountains extending to a height of 
21,000 feet ; the central valleys with an altitude of 7,000 to 9,000 feet, with a tem- 
perate climate; and the tropical and subtropical lowlands with an elevation of 
around 1,000 feet. These regions are divided into six type-of-farming areas. 
Most of the population is concentrated in the Altiplano and the central valleys. 
(See map C for detail.) 

Much of the agriculture on the Altiplano and in the central valleys is of a very 
primitive nature, differing very little from that practiced by the Indians at the 
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time of the Spanish conquest. The subtropical Santa Cruz area, which has only 
recently been provided access to outside markets by the new Cochabamba-Santa 
Cruz highway, and the railroad to the Atlantic through Brazil is largely in an 
undeveloped state. This area with level land and a small population is almost 
ideal for mechanized farming. Because of the lack of foreign exchange, farmers 
are unable to buy the necessary equipment or to purchase needed repairs to trac- 
tors and machinery already on hand. A land capabilities study was made of this 
area to get estimates of the possibilities of the region and the machinery needs. 
(See maps D and E.) 

In the Beni, and in the Chaco, the leading cattle-producing areas, produc- 
tion is very low, due to disease, poor breeding, and improper care. The same 
applies to sheep on the Altiplano and to swine and poultry in all parts of the 
country. 

HISTORY OF SERVICIO AGRICOLA INTERAMERICANO 


Up until the fiscal year 1953, the agricultural program was carried on under 
an agreement between the United States Department of Agriculture and the 
Bolivian Government. The United States personnel were appointed and super- 
vised by the Office of Foreign Agricultural Relations of the USDA. The 
Servicio Agricola Interamericano was set up in 1948 as a rather loosely organ- 
ized agency under the Ministry of Agriculture, Livestock, and Colonization. In 
June 1952 an exchange of notes was made by the two Governments which pro- 
vided for setting up a servicio according to the standards of the Institute of 
Interamerican Affairs. The reorganilation was completed during the fiscal 
year 1953. 

PROJECTS 


All of the work of the Servicio Agricola Interamericano is grouped into 5 
projects: 4 operating and 1 adminitrative. Chart 1 shows the organization 
uy projects. The operating projects are: 


Research 

oxtension 

Reimbursable facilities and services 
. Supervised credit 


ON = 


These four projects make a well-rounded program for agricultural develop- 
ment. In the research program, higher yielding strains of crops are being 
developed, better cultural methods devised, fertilizers tested, insect and plant 
disase contro! measures adapted to local conditions, livestock improvemnt and 
care demonstrated, and other methods of increasing the production of agricul- 
tural products developed. In the extension work, this information and that 
derived from other sources is taken directly to the farmer in such a way that he 
will be able to put it into use. The reimbursable facilities and services provides 
the supplies and equipment for the improved farm practices. The supervised 
credit program provides farmers with the necessary credit to buy the needed 
supplies and equipment and to meet other expenses. 


AGRICULTURAL RESEARCH 


Agricultural research is carried on through four experiment stations, each 
located in a different geographical area. At the Belen Station, near Achacachi, 
experiments are carried out for the farmers of the Altiplano. Similar research 
is underway at the Cochabamba Station for the central valleys. In the Depart- 
ment of Santa Cruz, the General Saavedra Station conducts experiments to im- 
prove the farming in the eastern plains and lowlands. At Riberalta, in the 
extreme northern part of the country, work was first started with rubber; but 
citrus, fruit, coffee, cacao, and other crops that can be grown in the Amazon 
jungle have been added. 

All research carried on in the four experiment stations is of an extremely 
practical nature, started for the purpose of solving specific problems of the area. 
No time is given to scientific research that does not have a practical application. 

The research program was first started in 1948 when the servicio was estab- 
lished. It is the oldest project of the servicio and provides most of the informa- 
tion on which the other programs are based. 

The research activities are carried on by United States technicians working 
with and training Bolivian counterparts to solve major agricultural problems 
by introducing better varieties and strains of plants and improved livestock, 
improving crops and animals now being used, developing higher yielding strains 
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of crops, improving cultural methods and other farm practices, controlling harm- 
ful and other pests, preventing plant and livestock diseases, and improving the 
soil so that it will produce higher yields of crops. 


AGRICULTURAL EXTENSION 


This project is the second oldest in the Servicio Agricola Interamericano. It 
was Started in 1950. Agricultural extension work in Bolivia is modeled after 
that in the United States with such modifications as are needed to adapt it 
to local conditions. The basic workers are the province agents who correspond 
to county agricultural agents in the United States. They work directly with 
the farmers, both large and small, and get them to adopt new methods that will 
increase agricultural production. They are supervised by department offices, 
similar to State extension offices, and by the headquarters office in La Paz. 

On December 31, 1954, there were 7 department offices and 29 province offices. 
Chart 2 shows how this work has grown during the past 4 years. (Also, see 
chart 2-A.) 

Home demonstration work with farm women and girls was started in 1952. 
As of December 31, 1954, there were 9 province home demonstration agents in 
= departments. 

The training of farm boys and girls through the 4+-S Clubs (similar to the 4-H 
Clubs in the United States of America) is an important part of the extension 
project. At the end of 1954, there were 70 clubs with an enrollment of 1,351 
boys and girls. (See charts 3 and 3—A.) 

In this project, United States technicians train Bolivian extension agents and 
specialists in the best methods of carrying information to farmers in such a 
way that they will make use of it. These methods include method demonstra- 
tions in which the farmer is shown how to carry out a farm practice, result 
demonstrations in which the producer tries out a new method of his own farm 
as a demonstration to his neighbors, and the use of posters, bulletins, and cir- 
culars, films, slides, ete. As an example of how this work is growing, extension 
workers held 2,860 methods demonstrations in 1954 as compared with 1,410 in 
1953. The total attendance was 94,133 in 1954 and 17,240 in 1953. (See charts 
4 and 4-A.) 

United States and Bolivian specialists in crops, soils, livestock draiy, livestock 
disease control, entomology, plant pathology, fruits, vegetables, agricultural 
economics, and home economics train the province agents to carry on extension 
work in their particular fields. Some of them are full-time extension workers; 
other are research men who devote part of their time to extension activities. 

An important phase of the extension project is carried on by the Technical 
Information Section of SAI. The objective of this Section is to produce, use, 
and distribute materials in the visual-aids field to show Bolivian farmers how 
to increase their production, and to convince them that the new methods and 
materials will increase their income. In doing this, Bolivian nationals are 
receiving special training in the preparation and use of such items as bulletins, 
folders, slides, posters, silk screen, flip charts, flannelgraphs, and movies. (See 
charts 5, 6, and 6—A.) 

This Section also produces informative material for use in newspapers and 
magazines and on the radio. 

A total of 40 bulletins, circulars, and folders containing information for 
farmers has been published, 26 of which were either printed or reprinted during 
the last 5 months of 1954. Nearly an equal number of new publications are now 
in process of preparation, and older bulletins are being revised. 

A mobile unit consisting of a truck, loudspeaker, and movie and slide projectors 
was put into use during the last half of 1954. During a 5-month period, a total 
of 63,260 persons viewed the movies and slides shown by the projectionist in 
charge of the unit. 


REIMBURSABLE FACILITIES AND SERVICES 


This project was set up in late 1953 for the purpose of providing services and 
facilities that farmers would otherwise have difficulty in obtaining. Because 
of the searcity of foreign exchange, many things needed for increasing agricul- 
tural production cannot be obtained in Bolivia. This fact is often a limiting 
factor in any program for increasing agricultural production. For example, 
insects cause from 15 to 30 percent loss in crop yields annually. Extension 
agents can tell farmers how to control these insects but unless the farmers can 
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get these insecticides and the equipment for supplying them, this information 
will be of no value to them. 

This project is divided into four subprojects as follows: 

1. The development and operation of machinery pools for clearing land and 
earrying on farm operations. 

2. The making available to farmers, who cannot buy them through the regular 
channels of trade, of needed insecticides, fungicides, hand tools, animal-drawn 
implements, improved seeds, fertilizers, plant propagation materials, animal 
biologicals, breeding animals, and other things needed for increasing agricul- 
tural production. 

3. The development and maintenance of a demonstration and seed multiplica- 
tion farm and livestock breeding center at Montero in the Department of Santa 
Cruz as the agricultural part of a cooperative center of activities for the Agri- 
cultural, Education, and Health Servicios. 

4, The operation of a special livestock improvement and development ranch 
in the Department of the Beni for the purpose of assisting local stockmen in 
improving the quality of their livestock, controlling diseases, and improving 
their rangeland. 

The first machinery pool was established in Santa Cruz late in 1953. Other 
pools are to be set up in Cochabamba, Tarija, and possibly on the Altiplano as 
soon as the tractors and equipment that have been ordered arrive. Only 24 
tractors arrived in time to be put into use in the Santa Cruz pool prior to 
January 1, 1955. Nine of these were wheel type, complete with farm equipment. 
The others were crawler-type tractors fitted with equipment for land clearing and 
dirt moving. Most of these tractors did not arrive until rather late in the year. 

The tractors and equipment in the machinery pools are operated on a fee basis, 
the farmer being charged by the hour for the work done on his land. This work 
consisted, during the past year, of clearing, plowing, disking, seeding, harvesting 
and threshing, cultivating and leveling. Some work was also done on construct- 
ing farm reads. The demand for these services was far in excess of the available 
equipment. Up to December 31, 1954, work has been done on a total of 5,118.5 
hectares, most of which would not have been in cultivation if it ha@ not been for 
the tractor pool. Chart No. 9 shows the operation of the Santa Cruz pool by 
month. 

The well-drilling rigs arrived near the end of 1954. One of them is now in 
operation in the Cochabamba Valley. They will be used mostly in the Santa 
Cruz area. 

The importing of supplies and equipment for sale to farmers is proving to be 
very popular. (See chart No. 13 on purchases.) Only those things are brought 
in that cannot be purchased locally. As illustrations of the tremendous increase 
in this type of work, charts 7 and 8 show the increase in importation of fertilizers 
and of pesticides for sale during the years 1953 and 1954. It is interesting to note 
that the value of fertilizers imported for this purpose increased from nothing 
in 1952 to $113,318.88 in 1954. The increase in pesticides during the same period 
was from $20,000 to $27,192.48. Other items brought into the country for sale 
to actual producers include hand tools, animal-drawn implements, repairs for 
tractors and farm machinery, small processing plants, rice mills, yuea flour mills, 
breeding animals, animal biologicals and medicines, equipment for manufacturing 
animal biologicals, seeds, fencing material, windmills and pumps. 

The supplies and equipment imported under this subproject are sold to pro- 
ducers through the department and province extension agents. The income cost 
is to be used as a revolving fund for the purchase of additional goods for sale. At 
first all supplies and equipment were sold for bolivianos at the open market rate 
of exchange. Later when the inflation grew worse, the servicio was ordered to 
sell at the rate of Bs.800 to US$1, thus subsidizing this program to the extent 
of the difference between that and the open market rate. 

The technical assistance center at Montero in the Department of Santa Cruz 
is in process of development. All three servicios are participating in this under- 
taking. Agriculture is developing a demonstration and seed multiplication farm 
and livestock breeding center. Education will have a vocational school for 
teaching agriculture and farm mechanics. Health and sanitation will have a 
health center and the headquarters for their work in the area. The overall 
management of the center is under agriculture, but each of the servicios has 
charge of the technical part of its own program. 

Construction is underway on an administration building. tractor pool head- 
quarters, school building and shops, health center, dormitory, and residences 
for staff. Land is being cleared and crops are being planted. A planeload of 
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Brangus cattle imported from the United States is being sent to Montero to be 
used to improve the local cattle. An artificial insemination program will be 
started. 

The director of the Montero Center made a trip to Brazil last year and brought 
back seed of the leading varieties of coffee grown under conditions similiar 
to those in the Santa Cruz area of Bolivia. This seed was planted in a large 
nursery, and plants are now being sold to producers. 

Under an agreement with the Bolivian Development Corp., the Servicio Agri- 
cola Interamericano is developing a demonstration cattle ranch and improve- 
ment center at Reyes in the Department of the Beni. Under this agreement the 
corporation provides the land, dues the fencing and part of the planting of im- 
proved range grasses. The servicio provides improved breeding stock and man- 
ages the ranch. Work is under way in providing necessary improvements. As 
soon as the ranch manager is employed in the United States, a planeload of Santa 
Gertrudis cattle will be flown from the United States to Bolivia to be used for 
the cattle improvement work. Local stockmen will donate 1,000 head of native 
cattle to be crossed with the Santa Gertrudis bulls. The owners of the cows will 
get all the cross-bred bull calves, the ranch will retain the heifers for building 
up the herd. 

SUPERVISED AGRICULTURAL CREDIT 


The Division of Supervised Credit is the newest in the Servicio Agricola inter- 
Americano, having begun its actual lending operations with a limited staff in 
January 1955, completing the staff of United States technicians in August 1955. 

This division, like others in the servicio, aims at bolstering the national economy 
by encouraging and putting financial supports under the agricultural production 
system, with particular emphasis on the production of basic foodstuffs now being 
imported. 

The agricultural lending service started on an intensive basis in the Department 
of Santa Cruz where the great reserve of fertile lands offers the most immediate 
opportunity for obtaining a great increase in production of essential crops. 
Shortly thereafter the same type of operations was opened in the Department 
of Cochabamba, then in the Department of Tarija. These points of concentra- 
tion are maintained still, but since the supervised credit program is designed 
for national scale operations, and is flexible to the point of weighing in balance 
the production-for-market capabilities in each region of the country, it now 
covers the feasible lending situations in all parts of the country. 

The plan followed for the establishment of the Supervised Credit Service has 
used the existing facilities and lines of credit, rather than to set up any addi- 
tional agency. Under this plan the Servicio Agricola Interamericano entered 
into an agreement with the Banco Agricola de Bolivia to assist in the reorganiza- 
tion of the bank, to install and operate for a limited time a system of supervised 
credit therein, Which would direct funds with absolute precision into the hands 
of farmers who could use them to increase production of commodities needed by 
the people of the country. 

The credit system operates in direct support of the agricultural production 
measures and practices recommended by the other divisions of the servicio. It 
puts its loan funds into better machinery, livestock, seeds, plants, and poultry— 
and into all the other costs needed to put these property investments in balanced 
use. 

At the present time the Division of Supervised Credit is directing practically 
all its efforts toward getting an immediate increase in production of vital food- 
stuffs. Each loan is based on a farm and home management plan prepared by 
the farmer with the assistance of an agricultural technician native to the coun- 
try but specially trained by the United States technicians. All such planning 
is done on the farm with the aim of expanding the production system and in- 
creasing its efficiency. Each borrower then receives continuous supervision dur- 
ing the period of his indebtedness. 

The United States technical and administrative staff consists of a division 
director, assistant, 3 department directors, and 1 field auditor. In the field, the 
supervised credit work is carried on through a system of province supervisors, 
ali native Bolivians, responsible to the division director. All these persons are 
employees of the servicio. 

Loan funds are provided by the Banco Agricola and loans are approved by it. 
No loan, however, may be made without a favorable recommendation of the 
Division of Supervised Credit. Most of the loan money available to the bank 
is taken from counterpart funds. 
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During 8 months’ operations from a new start the supervised credit program 
has recommended straight production loans totaling Bs.1,100,000,000, delivering 
planning and financing service to more than 980 Bolivian farmers, carefully 
selected. 

The USOM Director and servicio director assisted in developing the decree 
covering reorganization of the Banco Agricola; in setting up the needs for a 
supervised credit program; and drawing up the agreement of November 9, 1955, 
which originated the program. Signatories of the agreement were the Minister 
of Agriculture, President and General Manager of the Banco Agricola, Director 
of the SAI, and the Chief of the Agriculture and Natural Resources Division of 
the Institute of Inter-American Affairs. 


ADMINISTRATION 


The principal functions of the Division of Administration are those related 
to business management and housekeeping functions for the servicio and for the 
Agriculture and Natural Resources Division of the USOM, plus the training of 
Bolivian personnel to properly perform those functions. 

This Division administers the library, accounting, local and foreign procure- 
ments, personnel, payroll, time and leave record, travel of personnel, vouchering, 
warehousing, and local motor pool functions, with certain specific exceptions as 
regards accounting, warehousing, and payrolling in the case of Reimbursable 
Facilities and Services Division because of the specialized nature of that 
operation. 

Organizationally, this Division operates through a business manager’s office 
and four functional sections at headquarters. The business manager is also 
the Chief of Division. There is also an assistant business manager. The four 
sections are Library, Accounting, General Services, and Personnel. 

The volume, scope, and variety of administrative activities and services has 
expanded substantially, in keeping with the tremendous growth of the servicio 
program. 

SOME RESULTS OF SAI WORK 


Although the Servicio Agricola Interamericano has 4 operating divisions, each 
in charge of a project, most of the work is carried on by 2 or more of the divisions 
cooperating. For example, in increasing the production in the Santa Cruz area, 
the General Saavedra Experiment Station develops improved practices that will 
increase yields, the extension agents carry this information to the farmers 
through meetings and demonstrations, the Reimbursable Facilities and Services 
Division clears new land and brings in insecticides, fertilizers, etc., that will 
increase yields; and the Supervised Credit Division makes loans to enable the 
farmers to make use of the Services and put the new methods into practice. 

In 1951, the director of the General Saavedra Experiment Station brought 1 
pound of Cuban Yellow corn into Bolivia and tested it along with other varieties. 
He found that it would yield at least twice as much as local strains. The second 
year he had enough seed produced to supply the Province extension agents with 
enough to have extensive field trials made of it. In 1954 practically all the 
corn grown in the Santa Cruz area was Cuban Yellow. 

The Cochabamba Experiment Station tried out more than 1,000 varieties and 
strains of wheat from all over the world. Four varieties were found to yield 
more than any others. The seed of these varieties was multiplied and this year 
the extension agents have enough being grown by cooperating farmers to provide 
seed for all the Cochabamba Valley next year. Similar work has been done at 
the Belen Experiment Station. There one variety of wheat was found to give 
the highest yield. It is now being multiplied and seed will be distributed through 
the extension agents. 

An intensive effort is being made to increase rice production in Santa Cruz 
to the point where Bolivia will no longer have to import this cereal. The experi- 
ment station at General Saavedra has developed a high-yielding strain, seed of 
which is being sold through the extension agents. The SAI tractor pool has 
cleared and prepared land for owners who wanted to increase their acreage of 
rice, and has equipment for harvesting and threshing it. The Reimbursable 
Facilities and Services Division is also bringing in small rice mills and drying 
equipment that will be sold to the larger growers or to cooperatives of small 
growers. 

Potatoes are the principal food crop of the altiplano. About 30 percent of 
the crop is lost every year due to the damage done by a white grub known locally 
as the gusano blanco. The SAI entomologist had tests run at the Belen station 
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on various chemicals to control the insect. It was found that over 90 percent 
of the damage could be prevented at a small cost if the right insecticide was 
applied in the right way. The next year an intensive campaign was conducted 
to get the Indians of the altiplano to control this pest. The campaign was started 
with a large meeting at the experiment station which was attended by the 
Minister of Agriculture and the Minister of Indian Affairs. Demonstrations 
were given on the proper method of planting potatoes and applying the insecti- 
cides. The demonstrations were given by both research and extension workers. 
The big kickoff meeting was followed by a series of smaller meetings in each 
of the Provinces. The Reimbursable Facilities and Services Division had brought 
in a large quantity of insecticide which was sold to the farmers at cost. Official 
estimates indicate that there was a 15-percent increase in the potato crop in 
1954, due in large part to the use of the insecticide to control the gusano blanco. 

Tests at the Cochabamba Experiment Station showed that, on many of the 
soils of the central valleys, wheat yields could be increased from 100 to 300 percent 
by the use of nitrogenous and phosphate fertilizers. The Reimbursable Facilities 
and Services Division has imported more than 1,000 tons of ammonium phosphate 
and other fertilizers that will be sold to farmers at less than cost. The Extension 
Division is now conducting an intensive educational campaign on the use of 
fertilizers on wheat and other crops, using posters, slides, movies, folders, meet- 
ings, and demonstrations. 

Animal parasites and diseases take a heavy toll of the livestock in all parts 
of Bolivia. SAI veterinarians have worked with department and province 
extension agents in holding demonstrations in controlling these parasites and 
diseases, with supplies provided by SAT. 

In April of 1954 a survey was made by extension and reimbursable services 
workers of the tractors owned in the Santa Cruz area. It was found that 120 
were not in use because of lack of repairs. The spare parts could not be pur- 
chased from local dealers because they could not get foreign exchange to import 
them. SAL workers then examined all the tractors and listed all the parts 
needed. These parts were ordered and sold to the tractor owners at cost, 
Most of the parts have arrived and the tractors put back into use, thus materially 
increasing the amount of land that is in cultivation this year. 


COOPERATION WITH OTHER AGENCIES 


The Servicio Agricola Interamericano cooperates very closely with all other 
agencies that have anything to do with agriculture and agricultural develop- 
ment. SAI is an agency of the Ministry of Agriculture, Livestock, and Coloniza- 
tion; so, of course, cooperates very closely with the Minister and the directors 
of the various departments of the Ministry. Relations with the Ministers are 
of the best. 

There is very close cooperation between SAL and the Bolivian Development 
Corp. SAI is developing and operating a demonstration cattle ranch in the 
Beni on land provided by the corporation. The corporation is turning 10 recon- 
ditioned D-8 Caterpillar tractors over to SAI free of charge. These tractors 
had been used on the Cochabamba-Santa Cruz Highway. 

Working relations between SAI and the Ministry of EHconomy are very close. 
The director and various technicians of SAI are often called upon for advice 
by the Minister of Economy. The Ministry was allocated a yuca flour mill under 
the United States economic aid for 1954. The Minister asked SAI to prepare 
the order for the equipment, draw up plans, and let the contract for the con- 
struction of the building, install the machinery, provide technical assistance in 
training operators, and organize a cooperative of small farmers to purchase 
and operate the mill. The cooperative has been organized and is now function- 
ing, the equipment has been ordered, and the building is nearing completion. 

The Bolivian Government has imported 225 tractors and equipment purchased 
with a British loan. The tractors are being sold through the Banco Central. 
The Director of SAT has been asked to serve on a committee with the Minister 
of Agriculture and Minister of Indian Affairs to allot these tractors to applicants 
for purchase. 

Very close working relations are established with the Banco Agricola. The 
supervised credit program is carried on under a cooperative agreement between 
the two agencies. 

Although he is not an official member of the National Planning Board, the 
Director of SAT is often consulted about plans relating to agriculutre and fre- 
quently attends meetings of the Board. He sat in most of the conferences 
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called by the President of Bolivia to draw up our request for United States aid 
for 1955. 

Although there is not an agricultural man on the U. N. mission to Bolivia, 
cordial relations are maintained with the members of the mission. The special 
representative in charge of the mission frequently consults with the Director 
of SAI regarding agricultural problems. United States donated 22 head of Brown 
Swiss cattle to the Bolivian Government. By mutual consent these animals were 
turned over to SAI to use in crossing with native animals. They are not at the 
Cochabamba Experiment Station. SAI is cooperating with UNICEF in estab- 
lishing a powdered milk plant at Cochabamba. 

SAL is cooperating closely with the Andean Commission by giving technical 
and other assistance in the operation of their rural community project on the 
altiplano. 

Thanks to the leadership of the USOM Director, and the cooperative spirit of 
the chief of party, the cooperation between the three servicios is very close. 

Cordial relations are maintained with the Institute of Agrarian Reform. Tech- 
nicians of SAI have been called upon for technical advice from time to time. 

Relations with businessmen in La Paz and other cities in Bolivia are very good. 
The Director of SAI is a member of the La Paz Rotary Club, and other officials 
are members in other towns. Such membership makes for better understanding 
of the technical assistance program by the leading business and professional 
men of the community. 

At the working level, good cooperation is given by cooperatives, syndicates, and 
other farmers’ organizations. Quite a number of SAI workers have been made 
honorary members of such organizations. 


TRAINING 


Most of the training of Bolivian technicians and other SAT workers is carried 
on in service. In agriculture, most of the men employed have fairly good basic 
training in subject matter, but have to be trained in extension, research or super- 
vised credit methods and procedures. In home eeonomics, there is no institution 
in Bolivia giving training in that field, consequently the two United States home 
demonstration supervisors have to give the new home demonstration agents train- 
ing in basic home economics as well as in extension methods. 

SAL technicians who show exceptional promise are sent to the United States 
or other countries for special training in their particular fields. A total of 28 
have been sent to the United States on training grants. During the past 2 years 
five men have been sent to the extension training course in Peru conducted by 
FAC and OAS. During the same time seven home demonstration agents have 
been sent to Lima to attend the course in nutrition held under the auspices of the 
inter-American Institute of Agricultural Science and OAS. Four other employees 
have research training at Lima. 

A special training problem is encountered in connection with the machinery 
pools. Practically all of the tractor drivers and most of the mechanics have 
to be trained on the job. This training is given by the United States specialist 
in tractor operations and the head “tractorista” for tractor drivers; and by 
the United States specialist in tractor repair and mainenance for the mechanics. 
Well-drilling personnel are trained by the United States well-drilling technician. 


GROWTH OF SAI 


Charts No. 10 and 11 show the growth of SAI since it was first set up in 
1947. The period of greater expansion was during 1954. The organizations 
is now 10 times the size that it was in 1953. Two entirely new divisions 
were added, and the work of the extension division more than double, in order 
to develop an emergency food production program in 1954. This rapid expansion 
has brought on many additional problems. 

Funds. (See “pie-charts,” Nos. 14 and 15 for 1954. Such charts not available 
for 1955.) 

The Servicio Agricola operates with four types of funds— 

United States dollar grants 
Bolivian appropriated funds 
Third party funds 
Counterpart funds 
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In 1954 and 1955 the money available from these funds was as follows: 


1954 


United States dollar grants: | 
United States technicians costs ‘ $487, 057 $745, 654 
Regular grant to servicio ; 125, 000 75, 000 
Emergency food production grant l, a8 000 

Total dollars : 7 . | i 427, 087 020, 654 


Bolivian appropriated funds: 
Offset of regular grant ; 7 . Bs48, 100, 000 Bs128, 250, 000 
Offset of emergency food production grant 370, 500, 000 
Third party funds: Local contributions to extension work, etc 1, 910, 000 11, 020, 000 
Counterpart funds , : : 40, 000, 000 500, 000, 000 


Total Bolivian funds ednidtineininadahn 460, 510, 000 539, 2 ), 000 


In addition to the above, a total of $535,000 was available from economic 
aid for the purchase of tractor and other equipment for seeds, livestock, etc., 
for sale to farmers. 

ADDITIONAL CONTRIBUTIONS 


In addition to the regular contributions, the Bolivian Government and its 
various agencies makes other substantial contributions. In 1954 and 1955 these 
contributions included the following : 


1954 


Ministry of Agriculture: Land for Montero Center--- cea . ; Bs9, 000, 000 | 
Bolivian Develoment Corporation: 
Land and improvements for Reyes ranch beike Bs 10, 000, 000 
10 D-8 tractors, reconditioned ‘ $150, 000 
Department of Treasury: Remission of customs duties and taxes, 
duced rail rates, free communication services, etc., estimted Ys | Bs84, 182, 000 | Bs50, 000, 000 
Bolivian Railways: Discount on internal freight, estimated_.-.- 7 Bs22, 885, 000 Bs15, 000, 000 
Bolivian Government transfer from 1954 economic aid funds, for agr ricul- 


tural purposes caeeiien See a haaamintaeaedt ney : $535, 000 $2, 712, 000 
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Division of Agriculture and Notural Resources 


REIMBURSABLE FACILITIES Di VISION 


FERTILIZERS 
Bought For Sele To Formers 


1954 - $113,318. 88 


1953 - $14,307 
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Division of Agriculture and Natural Resources 


REIMBURSABLE FACILITIES DIVISION 


Insecticides, Fumigants & Fungicides 
Bought For Sale To Farmers 


CHART 8 
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24, 000 


22, 000 
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Servicio Agricola Interamericano 


REIMBURSABLE FACILITIES DIVISION 


Work Done By Machinery Poo! 
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Division of Agriculture and Notural Resources 
INCREASE IN PERSONNEL eled le 
1948 - 1954 
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Division of Agriculture and Natural Resources 
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Agricultura and Natural Resources CHART 14 


USOM to Bolivia 


WHERE THE MONEY GOES 
Calendar Year 1954 


ADMI NI STRATI ON EXTENS! ON 
AND DIRECTION 


75. 0% 
$3, 637, 738 


TOTAL $ 2,475, 000 
TOTAL Bs 451, 087, 930 
~~ CTO TAL $ Equivalent . 4,849, 147 


To compute percentage, Bol: vianos were converted at Rate of 190 to the dollar 


SUPERVISED CREDIT. Activity initiated jn late 1954 but no significant 
obl: guts ons incurred 


This graph excludes expenditure for trainee participants, purchases for Institute 
and U S$. Technician salaries and a!/ owances 


Excluded from above figures $50,000 transferred to SCISP 


Excluded from above figures $815,510 (Bs. 126,067,000) of Bolivian contributions 
in kind, such as land, rebates, tax exemptions, etc. 
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Agriculture and Natural Resources 


USOM to Bolivia 


WHERE ThE MONEY COMES FROM 
Calendar Year 1954 


FROM BOLI Vi AN FROM U. S. 
GOVERNMENT GOVERNMENT 


34. 0% 
$1, 940, 000 


42.2% 
$2, 413, 685 
0.2% $10, 053 


23.6% / 
31, 348, 510 : 
/ 


THIRD PARTY 
as CONTRI BUTI ONS 


TOTAL $ 2,625,000 ADDITIONAL ESTIMATED 
TOTAL Bs 586,577,000 


CONTRIBUTIONS IN 
TOTAL $ EQUIVALENT - 5,712,248 KIND OR CASH 
This graph excludes special U.S. Economic Aid (except $535,000 transfer to SAI), U.S 
Technical and other U.S. Administrative Expenses 


Dollar figures in above graph represent dollars or dollar value equi valent 


000 
0867, 930 
|, 849, 147 


Bolivianes converted to dollars at 190 to the dollar 
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STaATus REPORT OF THE EDUCATION FIELD PARTY AND THE INTER-AMERICAN COOPER- 
ATIVE EDUCATION Servicio, 1955 


HISTORICAL 
1. Origin of United States aid 


The first Conference of Ministers and Directors of Education of the American 
Kepublics held at Panama in September and October 1943, adopted the resolu- 
tion 28 which recommended the promotion of inter-American understanding by 
bringing about a better interchange of educators, educational ideas, and methods 
between the American Republics. 

In order to implement this resolution the United States of America through 
the Office of the Coordinator of Inter-American Affairs and the Inter-American 
Educational Foundation, Inc., entered with the Bolivian Government into an 
agreement on September 7, 1944, to undertake a cooperative educational program 
which included : 

(a) The furnishing of United States educational specialists. 
(bd) Grants to Bolivian educators to go to the United States. 
(c) Teacher training through normal schools. 

(d) Production of teaching materials. 


2. Introduction 

The rural school system of Bolivia is divided into nucleos escolares campesinos. 
Each nucleo has 1 central directing school and 30 sectional schools of the 1- 
and 2-room variety. 

Bolivia has 71 rural nucleos established in the 9 departments of the country. 
Most of these nucleos are deficient on account of the inadequacy of physical 
facilities and of teacher training. 

When the Program Educational Cooperativo (now SCIDE) was established 
in 1944, it was charged with the responsibility of supervising all of the country’s 
nucleos, and of organizing new ones. 

Over a 10-year period the program has been reduced to a concentrated demon- 
stration in selected nucleos representing typical geographic and socioeconomic 
areas. Up to the end of 1954 the SCIDE has been operating in the nucleos of 
Warisata, Kalaque, San Lucas, Llica, and Ucurefa, and also carried on its 
teacher-training demonstration at the rural normal school at Warisata. Be- 
ginning in 1955 the nucleos of San Lucas and Llica were returned to the Ministry 
of Indian Affairs in order that SCIDE could move into new areas of demonstra- 
tion. It is now organizing the rural nucleo of Mineros in the Santa Cruz area, 
and reorganizing the rural normal school of Canasmoro in the Department of 
‘'arija. In the 4 nucleos now under SCIDE supervision there are a total of 86 
schools employing 182 teachers and attended by 5,583 children. And the 2 
normal schools have 39 teachers and 287 students. 

In the year 1948 the SCIDE began to participate in the development of Bolivia’s 
industrial schools. 

The Vocational Agriculture Division is new. Its activities will center in the 
Santa Cruz area at Montero where a cooperative project between the three 
Servicios—Health, Agriculture, Education—is in the process of being initiated. 


OBJECTIVES OF THE SCIDE PROGRAM 


SCIDE is aiding Bolivia to establish and develop an adequate school system. 
The country’s population is largely rural. But the rural schools offer little formal 
education and practically no preparation for life. One of the country’s problems 
is the diversification of its economy. It must begin by training its youth in 
vocational skills in industrial schools. To develop its agriculture to the point 
where it can feed itself, Bolivia must have trained personnel in modern agricul- 
tural practices. 

SCIDE works in all three of these fields to assist Bolivian educators in: 

(a) Planning and revising school curricula to fit community needs. 

(6) Introducing modern methods of teaching through in-service and pre- 
service training of teachers. 

(c) Preparing and introducing of teaching materials needed to implement 
the new techniques of teaching. 

(d) Developing a system of school administration designed to serve the 
needs of the new program. 

(ec) Developing of community-centered schools. 
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SERVICIO OPERATIONS 
1. Rural education—active projects 


Creation of a Rural Education Division: Initiated October 15, 1948. 
Providing technical assistance and necessary materials and equipment to rural 
school centers, rural normal school under SCIDE and assistance to the direction 
of fundamental education. General rural elementary teacher training both pre- 
serene and in-service, and for the initiation and creation of the Rural Education 

ivision. 

Rural areas (4 nucleos) : Initiated September 20, 1948. 

Rural normal schools: 

(a) Warisata (initiated September 20, 1948). 
(b) Canasmoro (initiated January 1, 1955). 


Providing technical assistance and necessary materials and equipment to rural 
school centers, rural normal schools under SCIDBH and assistance to the direc- 
tion of fundamental education. General rural elementary teacher training both 
preservice and inservice. 

Workshop for rural teachers: Initiated September 20, 1948. 
Regular inservice teacher training in various nucleos under SCIDE. 

Summer courses for rural teachers: Initiated September 20, 1948. 
Once yearly inservice teacher training on a national scale for rural teachers 
not under SCIDD supervision. 

All these projects are the bases of the SCIDE demonstration in rural educa- 
tion. An essential part of the demonstration is the training of personnel. The 
preservice training is accomplished in the normal schools of Warisata and 
Canasmoro. In the 6 years SCIDE has been supervising the Warisata Normal 
School it has directed its efforts to the implantation of such modern teaching 
techniques as the unit of work method, the use of experience charts, the func- 
tional integration into the curriculum of such subjects as agriculture, hygiene, 
and homelife with the more usual academic subjects, the introduction of in- 
creasingly objective methods of evaluating student performance, and the foster- 
ing of self-discipline among the students both in the classroom and in extra- 
curricular activities. It might be pointed out that nearly all the faculty mem- 
bers at the Warisata Normal School have had a year’s postgraduate training 
in the United States. 

The Ministry of Indian Affairs formally requested SCIDE, late in 1954, to 
assume responsibility for a similar demonstration in teacher training at the 
Canasmoro Rural Normal School located down near the Argentine border. The 
people in this area had petitioned the Ministry that this normal school be placed 
under the supervision of SCIDE. The Ministry suggested that the nucleos of 
San Lucas and Llica, having progressed to the point where they could continue 
their educational program along the lines established by SCIDE, might be re- 
turned to the Ministry and the funds allocated to their budgets by SCIDE 
(Bs9 million) transferred for the operation of Canasmoro. Similar requests 
have been made by other normal schools. At the moment it is impossible to 
extend the program. 

The addition of a preparatory course in the Warisata Normal School to the 
regular course has been adopted by the Bolivian educational authorities to help 
solve a language problem for all the rural normal schools which have a pre- 
dominantly Indian student body. 

A eurriculum revision request for all rural normal schools in the country 
was made by the Government. The workshop to implement this revision was 
held under SCIDE auspices in December 1954. The revision is patterned upon 
the new curriculum at Warisata. SCIDE’s technicians played a major role in 
presenting and helping to develop the new curriculum for these normal schools. 

In-service training has given special professional help, by means of work- 
shops, to the teachers in the rural nuclear schools under SCIDE’s supervision. 

Up to 1954 a total of 560 rural elementary teachers had been trained im 
SCIDE workshops. In 1954 a total of 236 rural teachers attended workshops 
in the SCIDE nucleos. In December of that year SCIDE jointly with the Gov- 
ernment sponsored a 4 weeks’ summer school in La Paz for 600 rural teachers. 
The number of rural teachers reached by the SCIDE training program is about 
25 percent of the total in Bolivia, despite the fact that its schools represent only 
5 percent of the total. 

Special workshops have been held twice yearly to give to school directors 
under SCIDE special administrative training. It is planned to introduce a 
special training course for directors of rurals schools at the Warisata Normal 
School. 
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Certain of the rural teachers who have had postgraduate training in the United 
States are assigned as traveling supervisors to bring professional help on a 
continuous basis to directors and teachers in SCIDE nuclear schools. 

Of almost equal importance with the training of personnel is the production 
of teaching materials. A special section in the rural division has been estab- 
lished to create, publish, and apply these materials to the improvement of class- 
room teaching. This section is also training the rural teacher in the use of 
locally available materials to help make the schools independent of external aid. 

In the Rural Division a special effort has been made to work with the 
solivian technicians in the development of sound and practical salary schedules 
and job descriptions. These have been used as models in the other SCIDE 
divisions. 

Local participation by the campesinos in the rural education program has been 
heartening. For example, at the nuclear schools parents organizations and 
agrarian unions have contributed with their own labor for the repair work at 
the various schools an estimated 20 laborers a day for 300 days at Bs200 per 
day per person or a total of Bs1,878,581.30 or $9,887.27 for 1954. 

SCIDE community centered schools are bringing about profound changes in a 
hitherto “wantless” population. For example, the women are beginning to 
leave their traditional ways of cooking on the ground and with the help of 
the homelife and rural arts teachers they are building adobe stoves. The cam- 
pesinos are copying the model home designed at Warisata. Several campesinos 
have purchased from their savings, tiles to more permanently roof their reed 
roofed huts. Communities, such as Chejje, are organizing cooperatives in which 
money is invested to purchase materials to improve their schools rather than 
asking SCIDE for a handout. Other examples could be cited in agriculture, 
health, and hygiene improvement. 

The National Education Reform Commission in its investigation of the rural 
schools reported back to the government that only in the SCIDE schools and 
a few others was there a dynamic program of functional education in progress. 
It has necessarily taken some years to bring the schools up to such a standard. 
The Llica and San Lucas nucleos are the first to be turned back to the Govern- 
ment as completed demonstrations. Each nucleo must have guidance until it 
is developed enough to continue the program introduced. SCIDE does not antici- 
pate turning back to the Government the Warisata Rural School as long as it 
continues to function as a pilot demonstration center in teacher training. 

Since a meeting in 1951 when the U. N. representative, SCIDE representatives 
and Bolivian Government representatives met to discuss areas of work it has 
been understood that the U. N. UNESCO program would encompass elementary 
urban education and that SCIDE would limit its activities to rural education 
and vocational education. During 1954 a community project at Pillapi on the 
rural Altiplano has been initiated by the U. N. Andean mission. SCIDE’s tech- 
nical help has been requested and given. The Andean mission has also requested 
SCIDE to furnish Warisata Rural Normal School graduates as teachers for 
the rural schools in the Pillapi rural community project. Mr. Palmer, a U. N. 
community development technician, has visited SCIDE and requested technical 
help in setting up his Santa Cruz program for reorienting those miners who will 
migrate for resettlement from the Altiplano to the Santa Cruz area. This help 
has been given to Mr. Palmer and his associates. 


2. Industrial education—active projects 
Creation of an Industrial Education Division: Initiated October 15, 1948. 
Assistance to industrial schools: Initiated September 20, 1948. 
(a) Technical direction. 
(b) Industrial schools PDM. 
(c) Industrial sections in 11 secondary schools in the 9 departments 
of Bolivia. 
Providing technical assistance and necessary materials and equipment to P. D. 
Murillo Industrial School and industrial sections in 11 secondary schools. 


Summer workshop for industrial teachers: Initiated September 20, 1948. 


General industrial teacher training pre-service and in-service. 

A major problem in Bolivia is the lack of trained teachers, technicians, and 
skilled artisans for industry and industrial education. 

The Industrial Education Division in SCIDE is concerned with teacher train- 
ing, the training of craftsmen, curriculum revision, the improvement of teaching 
materials, and financial aid in the construction of the new bulding. 
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Its activities are centered in the “mother” school—Pedro Domingo Murillo— 
and the 11 sectional schools which are located throughout Bolivia. The work 
involves 126 teachers and approximately 3,000 students. 

At the present time there is no teacher training in industrial education, how- 
ever; this subject merited much thought and discussion at the First National 
Seminar for Industrial Education Teachers held in 1953. The five trainees 
who went to the United States in 1953 stressed teacher training in their courses 
of study. The new curriculum for the Pedro Domingo Murillo School includes a 
teacher training division which will be initiated in 1955. 

Since founding of the industrial school 12 years ago, there have been 193 
graduates. A recent survey shows that 68 of these have gone to teach in the 
industrial sectional schools, 7 teach in the ‘‘mother” school, 8 in the other 
schools, 40 own their small shops and commercial concerns, 56 work in private 
industry or commerce, 8 are employed by SCIDE, and 6 are studying at 
universities. 

There have been no standards for selection of students. Entrance is by the 
first-come, first-served method, within certain limits of experience and space 
available. Teachers and directors are aware of this problem and are interested 
in improving the situation. One of the trainees who returned from the United 
States in 1954 took special training in this field and will become the director of 
admissions, orientation, and placement beginning in 1955. 

Teachers in the industrial schools were craftsmen without a professional 
education background. Up to 1954, the curriculum was patterned on European 
trade schools, with work projects also typical of those schools. The major 
emphasis was on theory with little or no practical application. United States 
technicians have succeeded in stimulating an interest in curriculum changes 
and better teaching methods. <A recent industrial survey made by a United 
States technician and his associates will be used to designate areas of revision. 
It is the first time that curriculum planning will be based on actual industrial 
needs. 

Visits to the industrial schools by United States technicians and members of 
the National Commission usually result in conferences and roundtable discussions 
between supervisors and teachers. This supervision will be augmented by two 
Bolivians who are to be trained as supervisors in 1955. They will help direct 
workshops on various phases of industrial education. 

Well written and clearly illustrated materials are being produced in large 
quantities by SCIDE for classroom use. Sold to the students at cost. These 
materials serve as both text and reference in many areas of study. 

SCIDE has contributed to Bolivia’s industrial education with these plans 
which have gradually changed the old methods of teaching: 

(a) Inthe year 1948 the Division of Industrial Education was established. 
A revised program and new methods of teaching and curriculum building 
were begun. 

(6) Equipping of laboratories for chemistry and physics, purchase of 
machinery and tools for mechanical, electrical, carpentry, and foundry shops 
in order to complete the operation plans made in 1948S. 

(c) The establishing of industrial sections in secondary schools through- 
out Bolivia’s nine departments on a step-by-step basis in all the nine 
departmental capitals. This process began in 1948. It is completed in 1955 
with the setting up of an industrial section in a secondary school in Cobija, 
Department of Pando. This plan has met with complete success and the 
enthusiastic approval of the National Government. 

(d) The first industrial education workshop to be held in Bolivia was 
initiated by SCIDE in La Paz in 1953. 

(e) The initiation and completion of a national survey of industrial occu- 
pations and industrial needs. The main objective of this study was to obtain 
basic information with a view of delineating the best program possible for 
industrial training at the new site (Achachicala in La Paz) of the National 
Industrial School. This survey was conducted by SCIDE in the four prin- 
cipal cities of Bolivia in 1953. 

(f) The reorganization plan for the National Industrial School based on 
the actual industrial situation in Bolivia, as discovered by the survey, and 
fitted to the facilities available in the new buildings, equipment, and faculty 
of PDM. This was completed late in 1953. 

(9) The United States has invested $140,000 in the new PDM building 
located in the industrial section of La Paz, Achachicala. These buildings 
are to be occupied in February 1956. 
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3. Construction 

(a) Mineros: Initiated April 1954. 

In a small clearing of the vast agricultural region of east-central Bolivia, lies 
the village of Mineros. Up to a few years ago, Mineros was a large finca, sur- 
rounded by State-owned land, and with very few inhabitants. Through the last 
10 years, the ever-growing exploitation of the rich lumber resources and an even 
greater agricultural activity have encouraged people from the neighboring areas 
to settle in Mineros so that now it boasts of 300 families. Its road of 85 kilo- 
meters from Santa Cruz knows constant traffic by jeep, truck, and oxcart. 

Considering the needs of the rural areas of eastern Bolivia, and their potenti- 
alities for socioeconomic and cultural development, and upon a request made by 
the Ministry of Indian Affairs, SCIDE, in April 1954, assumed the responsibility 
of organizing a rural school nucleo in this area with the central school located in 
Mineros. This school was completed August 1955. 

In general, the school buildings are designed so as to use 90 percent local 
materials, to be inexpensive, and to provide a comfortable and satisfying environ- 
ment for the children. The rooms will be functional and the exterior suited to its 
surroundings. This will be the first modern rural school in the lowland area. 

(0) Montero: Initiated March 1954. 

To train vocational agriculture teachers. farm laborers, farm machinery oper- 
ators, and maintenance men. 

On approximately 1,000 acres of land near Montero, a small village about 40 
miles north of the city of Santa Cruz, the Education Servicio will operate a school 
of vocational agriculture for farm people. The Agriculture Servicio will operate 
a machinery pool and a demonstration farm, and the Health Servicio will be 
responsible for preventive medicine and environmental sanitation in the area. 

The main purpose of the school will be to train teachers who can provide voca- 
tional agriculture leadership for Bolivia Such men may be teachers of agricul- 
ture for elementary and secondary schools and extension agents; both are badly 
needed. The school will also train young men to be better farmers, machinery 
operators, and maintenance men. 

(c) Industrial School and Warisata. 

Construction work on “Pabellon Mexico” Building at Warisata: Initiated 
August 2, 1950; completion January 31, 1955. 
To provide adequate classroom facilities to the Warisata Normal Rural School. 
Construction and equipment of “P. D. Murillo” new school building; 
Initiated December 29, 1952. 
Provide appropriate facilities for the National Industrial School. 
Construction of teacher quarters at Warisata: Initiated April 27, 1953; 
completed December 1, 1954. 
Provide appropriate facilities for rural normal school faculty members. 
Construction and furnishing of SCIDE staff living quarters at Warisata: 
Initiated April 27, 1953; completed August 1, 1954. 
Provide appropriate quarters at Warisata for Bolivian and United States 
technicians. 

The completion of most of this construction, save PDM, which is being done 
by private contract, has enabled SCIDE to get out of the “construction busi- 
ness.” SCIDE’s architectural section was abolished and transferred to SCISP 
January 1, 1955. 

It is not SCIDE’s purpose nor objective to enter the field of school plant 
construction. It is our purpose to keep plants in serviceale condition. There- 
fore, any school plant definitely assigned to SCIDE, together with the neces- 
sary equipment will be maintained in efficient and standard condition. If de- 
teriorated it will be repaired and reconditioned to bring it up to original func- 
tional level that prevailed before deterioration. Each project of reconditioning, 
like our technical projects, is designed, erected, and used to meet the known 
need. 

The special construction projects at Mineros and Montero are being financed 
through the special economic aid to Bolivia. These are not within the usual 
financial expenditures of the servicio and are suprapolicy in nature. 


TRAINEE PROGRAM 


Since the beginning of the education program 60 Bolivian trainees have been 
sent to the United States for special training in the field of education. These 
trainees have been Bolivian educators at the ministry level, rural-school teach- 
ers, industrial-school teachers, elementary and normal-school directors and 1 or 
2 specialists in educational administration. 
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SCIDE’s policy in the past has been to send its own teachers and technicians 
to the United States for training in order to raise the professional level of our 
teaching and technical staffs. We have now reached the point where among 
21 Bolivian technicians only 3 have not had training abroad. One of the three 
will be going to the United States for special training within a month. Another 
is scheduled to go next year and the third was turned down for a traince grant 
because of physical disability. 

One of our pressing problems is that of the relationships between SCIDE 
Bolivian technicians trained in the United States and the Ministries’ techni- 
cians with whom they must work who have not been trained in the United 
States. Therefore, our plan for the future is to improve and cement these 
relationships by making available more trainee grants to the Ministries. 


FIELD PARTY AND SERVICIO ORGANIZATIONS 


Unlike most servicios two Bolivian Ministries are involved. The Ministry of 
Indian (Rural) Affairs is concerned with rural education and the Ministry 
of Education with urban. Within the servicio the office of the director links the 
servicio with the two Governments of Bolivia and the United States. 

The setup of the servicio is strictly functional and is determined by the three 
educational fields in which it operates plus a division for administration. The 
rural division has a subsection (publications) which has been established to 
create, publish, and distribute teaching materials necessary to the entire demon- 
stration. 

FIELD PARTY AND SERVICIO STAFFING PATTERN 


The staffing pattern of the field party has changed as the training of the 
Bolivian nationals enabled the replacing of United States personnel with 
Bolivians. It has also expanded into new areas as the Bolivian nationals acquired 
the necessary competence to take charge and direct these new ventures. For 
example, the publications section chief, a United States technician, initiated 
this activity and trained her Bolivian counterpart. The United States technician 
has returned to the United States and her Bolivian counterpart now heads up 
this section. The home life United States technician, has also returned to the 
United States and her place is taken by her counterpart an able and efficient 
Bolivian. Some years ago a health and hygiene United States technician was 
requested by this field party. In the meantime a Bolivian technician was trained 
in the United States. He has been able to completely fill the servicio needs in 
this field. Therefore, the request for a United States technician was canceled. 
In community work the United States technician will be replaced by a trained 
Bolivian counterpart March 1, 1955. 

In the field of audiovisual aids an entire new area of works has been opened 
by a Bolivian rural teacher trained in Puerto Rico and the United States. Thus 
making it unnecessary to recruit a United States technician. 

In the field of rural arts and crafts this field party had two United States 
technicians. Because a Bolivian rural elementary teacher was able, after train- 
ing, to assume responsibilities in one of these areas, SCIDE could reduce its 
United States staff by one. 

The staffing pattern at the beginning of the program was established on the 
basis of United States technicians being responsible for operation and direction 
of activities. In the present staffing pattern they serve as consultants. 

The ratio of Bolivian technicians to United States technicians in this servicio 
now stands at 5 to 1. 

In summary of its objectives and the means taken in attaining them the SCIDE 
is dedicated to assisting Bolivia to organize an improved system of education 
which will contribute to the national economic strength of the country. During 
its tenure the SCIDE hopes to see that system reach such a point that it can be 
demonstrably maintained and expanded by the local people. 


- a 


Stratus Report or THE HEALTH AND SANITATION DIVISION AND THE INTER-AMERT- 
CAN COOPERATIVE HEALTH AND SANITATION SERVICIO, OCTOBER 1955 


BRIEF STATEMENT OF ACTIVITIES AND OBJECTIVES 


The bilateral health and sanitation program in Bolivia, which was started 
in October 1942, grew out of a common understanding and desire to strengthen 
the people through public-health measures and to improve the economic and 
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cultural ties between Bolivia and the United States. Developed through the 
servicio administrative device, the program grew under the joint efforts of 
both Bolivian and United States personnel. This organization has been able 
to plan and guide the servicio through the war and postwar periods with in- 
creasing adaptability to the needs of the people. 

During the early stages of the servicio, emphasis was given to malaria con- 
trol, medical care for the rubber workers, the construction of small hospitals 
and laboratories and the training of personnel. Then came the designing and 
construction of health centers, which were equipped and staffed with nationals. 
This represented the most significant advance of the cooperative health program. 
These centers prevent and arrest disease through their several services, espe- 
cially; maternal and child hygiene, immunizations, laboratory services, VD 
and TB control, health education, and many other services which reach into 
the homes of the people. 

The general objective of the servicio is the development of a nationwide pro- 
gram of public health in Bolivia, with mass application of proved techniques 
for the prevention and control of disease. The program is developed by demon- 
stration projects in the fields of environmental sanitation, preventive medicine, 
and health education, as well as curative medicine, and involves the training 
of public-health personnel and the introduction of the standards and methods 
of good public-health practice. 


HOW THE OBJECTIVES ARE BEING MET 


1. Community health—Health centers, hospitals, water-supply systems and 
other facilities are the media through which the SCISP works. The health 
centers are the first units of their kind in the country. Their activities include 
maternal and child health services, control of tuberculosis and venereal dis- 
eases, immunizations, control of milk, water, and food. Once the facilities 
reach the required level of operation, they pass to the Ministry which assumes 
responsibility for future development and maintenance. 

Health-education programs induce the people to protect their own health and 
to use the facilities offered them. The awakening of the community spirit is 
necessary for the success of a health program, and the SCISP history is full 
of examples of community cooperation, often arising in places which at first 
seemed completely lethargic. 

2. The industrial environment.—Within the community, industries have their 
own special health hazards and health problems. Bolivia being a mining coun- 
try, one of its biggest public-health problems in industry is silicosis, which af- 
flicts about 8 percent of the nation’s 38,000 miners. The servicio’s activities 
in occupational health are directed to the control of health hazards in industry 
and consequently to the preservation of Bolivia’s much-needed manpower. 

3. Training.—Within the SCISP public-health program, the training of 
nationals has had high priority. SCISP health centers have been a field of 
training for doctors, nurses, engineers, sanitary inspectors, laboratory techni- 
cians, auxiliaries, and other public-health personnel. The first courses in public- 
health nursing offered to Bolivian nurses have been given in SCISP’s La Paz 
and Cochabamba health centers. Nurses needed in the health units established 
in the different geographical areas have all been trained in these courses. 

Scholarships for study in other Latin American countries or in the United 
States have enabled professional personnel of the SCISP to improve their special- 
ties and prepare themselves for their administrative responsibilities as directors 
of the new services being established in their country. Through the FOA-ITAA, 
83 training grants have been given to a carefully selected group of doctors, 
nurses, engineers, laboratory technicians, administrative personnel, etc. Most 
of these recipients of fellowships for graduate study are today working in Bolivia 
in the field of public health. 

4. Vital statistics.—One great handicap in Bolivia to evaluation and showing 
the quantity and quality of work done is the lack of good vital statistics. For 
example, the maternal and infant services, basic to all public-health programs, 
“an only be assessed properly if the reduction in maternal and infant morbidity 
and mortality can be shown year by year by areas and for the entire country. 
The SCISP has completed a medical-epidemiological survey in the Santa Cruz 
area, which will provide the necesary baseline for evaluating public-health ac- 
complishments in that region, and will also serve as a model for the epidemio- 
logical studies needed throughout the country. 

5. Influence of the SCISP program.—A new health center, modeled after those 
introduced by the SCISP, was inaugurated by the Ministry of Public Health 
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in the city of La Paz late in December 1954. This city of 300,000 with a large 
Indian population, now has 3 units of preventive medicine. Both the first health 
center and the subhealth center established by SCISP 12 years ago serve together 
a population of over 150,000. The new center of the Ministry, located in a fac- 
tory workers’ district, is equipped to serve another large segment of the popu- 
lation. Standards and techniques introduced by the SCISP are adopted in this 
center. 

Public-health administration introduced by the SCISP has aided the Ministry 
of Public Health in setting up job classifications, in standardizing positions ac- 
cording to grades, and in reorganization along more functional public-health 
lines. 

PROJECT TURNOVER 


The principal barriers to the transfer of a larger portion of SCISP activities 
to the Office of the Director General of Health are the country’s limited economy 
and inadequate public-health administration. To date 25 projects have been 
transferred to the Ministry. 


FUTURE TRENDS IN THE HEALTH AND SANITATION PROGRAM 


In future planning, higher priorities have been established in the following 
activities : 

1. Development of small safe water supplies and excreta disposal projects, 
with special emphasis on the Santa Cruz area where the 3 servicios are aiding 
Bolivia in creating an agricultural expansion which will relieve the country 

of its pressing food problems. 

2. Health education activities. 

3. Nursing program. 

4, Occupational health program. 

5. Medical social service. 

6. The training of health inspectors. 


ORGANIZATION OF FIELD PARTY AND SERVICIO 


The chief of field party is director of the servicio and is responsible to the 
ICA-IIAA and the Ministry of Public Health of the Bolivian Government. The 
servicio is divided into three technical operating divisions and an administrative 
service divison. 

1. The medical division.—With a staff of doctors, nurses, laboratory and X-ray 
technicians, and other professional and subprofessional employes, operates 13 
health centers, 4 mobile units, and the central laboratory in Cochabamba. It 
has the responsibility of the following sections: Nursing, health education, med- 
ical social service, and statistics. In 1954 the SCISP’s health services gave 
642,713 treatments and examinations. Six hospital-health centers are being 
built in eastern Bolivia to meet the special needs of the people in this vast and 
almost detaihed tropical area. Two plants for the manufacture of iodized salt 
have been ordered. These will be set up by SCISP and operated by the Ministry 
of Health for the control of goiter in the areas where there is an iodine deficiency. 

2. The engineering division.—Has a staff of 2 architects, 6 engineers, 1 sanitary 
inspector, 7 part-time draftsmen and other nontechnical employees. This divi- 
sion is responsible for the design and construction of the La Paz Health Center, 
the Cochabamba Health Center, the Cochabamba Maternity Hospital, and 6 
hospital-health centers for eastern Bolivia. It is more and more integrating 
environmental sanitation projects, and designs of water and sewerage systems, 
with the basic health center projects. Preparations for a course for sanitary 
inspectors is in progress. 

3. The occupational health division—Is staffed by four engineers, an indus- 
trial physician, an industrial hygiene chemist and assistant, and other non- 
technical personnel. The division is responsible for conducting field studies 
throughout industry of hazards to workers’ health and for recommending con- 
trol measures and aiding industry and Government in effecting and maintaining 
such controls. 

4. The administrative division—Handles disbursing, procurement, personnel, 
payrolls, transportation, inventories, and budgeting. It also takes care of legal 
matters, assumes an active part in the preparation of project agreements and 
completion agreements, directs the SCISP printing shop, handles public rela- 
tions and performs other general services necessary to assist the technical divi- 
sions to execute their work. 
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STAFFING PATTERN OF HEALTH AND SANITATION DIVISION AND SERVICIO 


The personnel of SCISP comprises 9 United States technicians and 281 Bo- 
livians. General administration is provided by the United States director and 
his Bolivian counterpart and the United States business manager and his coun- 
terpart. 

The staffing pattern has changed over the years as responsibility for initiating 
and directing projects has shifted gradually to the Bolivian personnel. This 
change has been brought about by the training program, under which profes- 
sional personnel have had a chance to study and acquire proficiency in public 
health. Nationals have likewise gradually assumed greater responsibility for 
planning and operation of projects in the engineering division. 

The positions of chief of the medical division as well as of the supervisors of 
the nursing services are now held by Bolivians. 

Study grants have been allotted an engineer who has completed graduate 
work in the United States, and to a chemist who has completed a year’s training 
in industrial hygiene techniques at the laboratory of the Department of Indus- 
trial Hygiene of Peru. Other members of the division are receiving inservice 
training in the daily operation of the program. 

The servicio has created a section of vital statistics and has initiated some 
much-needed surveys through the training of a Bolivian who studied in the 
United States and also in Chile on grants under the FOA-ITAA. 

Materials published by the servicio to aid in health education and in support 
of other activities are the responsibility of a Bolivian, who is a former news- 
paperman. 

Responsibility in administration is being shifted to the Bolivian personnel as 
they gain experience. Two members of the staff have completed graduate work 
in administration in the United States on grants from the FOA-ITAA. 


Active projects 





| 
A sashes itiehadlien SCISP allot- | 3d party con- 
| Date started ment tributions 


Bolivianos Bolivianos 


Administrative expenses - - -- | Jan. ,1945 | 107, 120, 013. 31 
| Operation and equipment of a transport: ation. sys- | | | 
| tem_. do ..-| 27,044, 217. 80 | 
$| Maintenance of the buildings occupied by the | 
| SCISP... iat , om |} Jan. 1,1947 | 3,820, sd mah 
| Construction of the Cochabamba Health Center__| Jan. 2, 1952 83, 529.55 | 4, 060. 000. 00 
| Construction of the La Paz Health Center July 2,1953 62. 663, 950. ¢ 4 000 000. 00 
Construction of the hospital health center in Reves.| Mar. 1, 1954 5, 600, 000. | 1,040, 624. 00 
Construction of the hospital health center in Mag- 
dalena Dec. 1,1954 5, 500, 000. 300, 000. 00 
Construction of the hospital health center in Rur- 
| _renabaque. Aug. 19,1954} 5, 600,000.00 | 200,000.00 
Construction of the health center San Ignacio de | 
| Velasco Dec. 1, 1954 5, 000, 000. 350, 000. 00 
Purchase of machinery for the manufacture of | 
iodized salt __-- pied Apr. 1,1954 836, 000. 
Operation of the health ce nter in La Paz. Jan. 1,1945 | 84,415, 592.6 
Operation of the permanent laboratory of Cocha- | 
amba do 20, 336, 435. 59 |-.----- 
Operation of the Cochabamba Hee alth Center_._- Jan. 1,1946 44, 402, 318. 8: 
Establishment and operation of a health center in 
Trinidad | Apr. 15,1947 | 17, 982, 790. 4: 
Establishment and operation of a health center in 
Cobija- - - ; Oct. 1,1947 13, 668, 007. 3: 
Este ablishment and oper: ition of a health center in 
| Santa Cruz... Jam. 1,1948 | 25, 084, 880. 5: 
Establishment and operation of a dispensary in | 
Magdalena. casei 9, 159, 720. 
7 | Establishment and operation of a health center in 
Tarija | May 1,1948 | 18, 035, 429. 1: 
Establishment and operation of a mobile health | 
unit in Potosi. | Jan. 1,1949 7, 366, 353. 216, 000. 00 
Establishment and operation of a health center in 
Villa Victoria_- Jan. 1,1951 8, 248, 470. 
Ests :blishment and operation of a health center in 
San Ignacio de Moxos .- July 1,1952 | 6,083, 970. 06 |- 
Establishment and operation of a health center in | 
San Ignacio de Velasco- Sept. 15,1952 | 6, 436, 122. 24 |__ 
Establishment and operation of a he: alth center in 
Rurrenabaque. .. - Novy. 15, 1952 6, 236, 149. 45 
Establishment and operation ‘of health center dis- | 
pensary in Reyes.......-------------------.---.-- Jan. 30,1953 5, 505, 715. 38 | 
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Active projects—Continued 





| Bo- | | 

5 | teen fe eer .q | SCISP allot- | 3d party con- 
> and Name | Date started ment | tributions 
coun- 





. Bolivianos Bolivianos 
ating ‘ Establishment and operation ofa mobile health unit 
This | onthe Altiplano. _- _| July 1,1953 4, 070, 127. 61 
rofes- 2% | Establishment and operation of a mobile unit in 
: Montero Jan. 1,1954); 9,165, . 83 
yublic —2 Establishment and operation ofa rural sanit: ary unit 
y for at the Pillapi Farm - .| Apr. 1,1954 1, 920, 7 
Establishment and ope ration of a mobile maternal 
and child health unit in Tarija_- Mar. 1,1954 
| Epidemiological investigation in Prov inces San- 
tisteban, Warnes, and Ibafiez of Santa Cruz De- 
partment........- we Nov. 1,1954 2, 500, 000. 
| For general health education a - miainat aa , 1945 3, ! 907. 
Technical Training Program -_-___--- Se May 1,1949 5, 957, 305 
Program of education and training - -_- Jan. , 1949 | , 846, 584. 
| For medical assistance in eme rgency cases Jan. , 1945 2, , 508. 
| Operation of engineering division___- Jan , 1947 31, 678, 734. ; 
| Establishment of a program of occup ational health._| June 25, 1953 , 690, 606. 2 , 200, 000. 00 
| Studies and extension of the potable water supply, 
sanitary, and storm sewerage systems of the city 
n the | of Oruro___-.-- Mar. 15, 1954 280, 000. 900, 000. 00 
Operation of reserve of stocks of materials, supplie: s, 
| and equipment__-. Jan. 1,1945 39, 873, 919. 96 
pport t E quipment and oper: ition of: ig zarage , motor-vehic le 
news- | service station, and warehouses . June 1,1953 3, 000, 000.00 | 3,000, 000. 00 


Uy 
8 


rs of 


y 
% 


duate 
ining 
ndus- 
arvice 





AAA. Oo 
o-3 ee 8 
NOW Ore 


some 


a 
1 
2 


nel as | 523, 972, 036.38 | 47,023, 803. 62 
work - - ee . ; 1 





Cash contributions 


Bolivian Ratio of 
a . ITAA con- . la nited States a 
Years } A con Government +o ALES a I arty . 
rty con- tributions contributions o Bolivian contributions 
itions : P mtributions 


: Dollars } Bolivianos Bolivianos 
armel ie AS es MN ; 1, 000, 000 
1945-47. . s = 416, 665 | 42, 000, 000 l: 
1Gi ce wn nda : = oe 14, 000, 000 : 7, 482, O88. 64 
1949 he 100, 000 28, 000, 000 25 1, 759, 030. 93 
1950. ...... 100, 000 28, 000, 000 5 J 
1951..-- a a 125, 000 30, 000, 000 : 3, O89, 303. 02 
1952 ‘ icsleneialiines hae 150, 000 33, 000, 000 33 5, 123, 911. 67 
A 150, 000 16, 500, 000 :3 ? 380, 079. 58 
150, 000 78, 000, 000 z 2 32, 982, 381. 40 
17 0, 000 285, 200, 000 : 300, 000. 00 


2 495, ( 000 604, 700, 000 ‘ ‘ 3, 116, 795. 24 


Calculated on the basis of an exchange rate of Bs190 per dollar 
2 Includes US$50,000 contributed by SAI at the rate of Bs190 per dollar. 


TIAA GRANT-IN-KIND (ACUMULATIVE) 
United 
States 
dollars 
By agreement__- : denaennawes etal 663, 864. 64 
Over agreement euicniolnain - naarait 14, 722. 27 


i cic. Chote tdkadoncessdas taananencads Se i Be de 378, 586. 91 
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SERVICIO COOPERATIVO INTERAMERICANO DE SALUM PUBLICA, LA PAZ, BOLIVIA 


Estimated contributions by host government other than cash accumulation as of 
June 30, 1955 


| Bolivians United States 


dollars 





Customs duties -_. .| 34, 533, 014, 30 306, 605, 52 
Mail and telegraph con} S97a Gen oo 32, 663. 07 
| 60 ns eee tat boleh eu aenee | 18, 999, 500. 00 210, 073. 66 
Legal paper and stamps ‘ bcouaet 478, 500. 00 3, 708, 76 
Real property municipal tax __.-.-...-.---- ; tale 1, 785, 660. 26 16, 668. 33 
Water supply and servage services pnenetascccal’ San ae 76, 164. 03 
Lands- --- ai a inccaiaanlb-atouliadilietngs Ics unnaoens 24, 625, 000. 00 350, 797. 37 
TF Si CI OE cdnigine ee mak ben dickwecniweseinaeeNs<cceen 2, 166, 345. 50 18, 148. 33 
Vaccines -___- ee 1, 976, 998. 50 | (26, 994. 54 
Ce ne nce k adi cca panncddcusepeckscastcunsaselavasasees, — Mee 13, 262. 19 
EE GE GI bo octane hcrs seek ei nba Cade gsean once del ee 17, 337. 58 


94, 800, 115.71 | 1, 072, 423. 38 





HEALTH AND SANITATION-USOM TO BOLIVIA 


INCOME AND OUTGO, CALENDAR YEAR, 1954 
* WHERE THE MONEY COMES FROM # WHERE THE MONEY GOES 


DIRECTION AND SANITARY 
ADMINIS TRATION ENGINEERING 


PREVENTIVE MEDICINE 
TOTAL &. 150,000.00 TOTAL $&. 133,050.00 
TOTAL 8S. 124,392,770.50 ‘TOTAL BS. 13,056,377.89 


% TO COMPUTE PERCENTAGES, BOLIVIANOS WERE CONVERTED AT RATE OF 190 TO THE DOLLAR 
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Institute personnel 
a 


Name Title Date of entry on 
| duty 





George Adams Medica) officer (Chief of Health and San- | June 1955, 
itation Division). 
John K. Chattey_.__- Chief sanitary engineer_........____ July 1953. 
Robert T. Scholes_- Medical officer a July 1954, 
| Vacant._..._- Business manager 1 July 1951: 
Holden B. McClung____| Industrial hygiene engineer - - November 1952. 
Joseph Haratani_- - - | Sanitary engineer aoa May 1954 
Mary F. Luvisi_......._| Public health nurse poms | June 1954. 
Gloria M. Russo-__- Health education adviser __- May 1955. 
Elena R. Porrata Social welfare adviser | July 1955. 
Linvil G. Rich___. Sanitary inspection training adviser August 1955. 
Yecid Aliaga L Administrative officer ...| May 1943. 
Silvio Palacios F : Medical associate February 1948. 
Nancy Alcazar M_. Secretary to the Chief, Health and Sani- | September 1954. 
| tation Division. | 
Luis Duran... Chauffeur-mechanic_-..._._.- _...| September 1952. 





SCISP PERSONNEL CHART 
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General Administrator Office 


Legal Section 
Procurement Section 
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GRAPH N°! 
NUMBER OF MEDICAL SERVICES 
RENDERED BY SCISP FROM 1943 TO 1954 
INCLUSIVE, BY YEARS 


§i_JBoUsANos 


1943 1944 1945 046 1947 1948 1949 1950 195! 1952 1953 1954 
GRAPH No2 
PERCENTAGE DISTRIBUTION OF MEDICAL SERVICES RENDERED BY 
SCISP IN BOLIVIA FROM 1943 TO 1954 INCLUSIVE, BY TYPE OF SERVICE 


PUBLIC HEALTH 
NURSING (home 
visits ) 


LABORATORY 
IMMUNIZ~ 
ATIONS 


ADULT CLINIC CONTROL 
TREATMENTS OF VENEREAL 
DISEASES, TUBER- 
CULOSIS AND OTHER 
TRANSMISSIBLE DISE - 
ASES 


MATERNAL D 
CHILD CARE 


TOTAL 3,699, 309 
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GRAPH No. 3 
(TOTAL IMMUNIZATIONS ADMINISTERED BY SCISP IN BOLIVIA 


FROM 1943 TO 1954 INCLUSIVE, BY TYPE OF SERVICE 


" TYPHUS OTHERS 
0.5% 
IPH- 


WHOOPING COUGH-D 
TERIA-TETANUS 
» 


TYPHOID FEVER SMALLPOX 


TOTAL 693, 317 
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Status Report oF PusLic RoaD DIVISION AND BOLIVIAN-AMERICAN 
COOPERATIVE RoAp SERVICE 


1, OBJECTIVES TO IMPROVE ROAD MAINTENANCE 


Maintenance of highways as practiced in the United States is almost nonexist- 
ent in Bolivia. While they have built lost of roads in the past, most of these 
roads are barely passable in dry weather and are impassable during rainy 
weather. In the national system there are 10,000 kilometers of highways, .which 
are under the control of the Direccién de Vialidad, the Bolivian Highway’ De- 
partment. In addition to these roads there are many more roads under control 
of the nine departments of Bolivia, the Junta de Caminos de Yungas, .the Cor- 
poraciOon Boliviana de Fomento, the Comisién Mixta Argentino-Boliviana, the 
La Pas-Beni Railroad, and other organizations. Very little maintenance is 
being done by any of these organizations. In practice, new roads are allowed 
to become completely impassable, and are then rebuilt or a new road is con- 
structed to take its place. While roads in Bolivia are in a deplorable condition 
it is believed that by applying modern and regular maintenance procedures to 
these roads they can be brought to a state, where they can be depended upon 
for the transportation of agricultural and manufactured products from producer 
to consumer. 

2. PLAN FOR ACCOMPLISHING THE OBJECTIVE 


(a) Roads to be included 


(1) First year. During the first year it is planned to limit the roads under 
servicio maintenance to 2,000 kilometers. Roads were selected for maintenance 
on the basis of : 

(a) Absence of other economical means of transportation such as rail- 
roads. 

(ob) Existing agricultural areas without dependable and economical 
transportation. 

(c) Traffic flow now and potential traffic when roads are improved. 

(d@) Potential agricultural areas. 


(b) Organization 


The organization has been patterned after other servicios and is identified 
as the Bolivian-American Cooperative Road Service. The servicio will work 
closely with the Ministry of Public Works and Communications. The internal 
organization is similar to that of a United States State Highway Department 
consisting of four divisions headquartered in La Paz: 

Highway muintenance, betterment and equipment. 
Research and testing. 

Planning and designing. 

Administrative. 

The field organization of the servicio consists of 3 local district engineer 
offices, in La Paz, Sucre, and Tarija. These districts are further subdivided into 
residencies and road sections. 

(c) Staffing 

When fully organized there will be the following personnel: 

(1) American personnel: 
(a) Director. 
(b) Business manager.’ 
(c) Chief of equipment and maintenance division. 
(d) Mechanic adviser. 
(e) Three district engineers, one at Sucre, another at Tarija, and the 

other at La Paz.’ 

(2) Bolivian personnel: When fully organized there will be about 900 Bolivian 
employees, including engineers, administrative workers, foremen, superintend- 
ents, mechanics, equipment operators, chauffeurs, and laborers. 


(d) Sequence of maintenance work 


The organization is strictly a maintenance setup, but due to the deplorable con- 
dition of the roads some betterment work will be required. The extent and 
sequence of the maintenance and betterment work will be as follows: 

(1) The first step is to condition and maintain roads so that they can be 
traveled in all kinds of weather except when large creeks and rivers are flooded. 
To accomplish this entails the following works: 


1 Recruitment in process. 
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(a) Constructing small drainage structures. 

(6b) Constructing subdrains. 

(c) Cutting new ditches or cleaning old ones. 

(d@) Placing proper crown in road and placing correct superelevation on 
curves. 

(e) Keeping slide material and rock falls out of the roadbed. 

(f) Keeping all kinds of obstructions from road. 

(g) Placing and keeping good base surfacing material in bad places on 
the road. 

(h) Keeping roadbed as smooth as possible by regular blading and filling 
holes. 

(2) The second step will be to get roads in condition so that they can be 
traveled safely and economically at all times. To accomplish this entails the 
following works: 

(a) Construction of bridges. 
(0) Reducing number of curves. 
(c) Increasing radius of curves. 
(d) Widening of roadbed. 
(e) Placing good quality road surfacing material on road. 
(f) Constructing guard walls for safety. 
(3) The third step will be to decrease vehicle operating costs as follows: 
(a) To pave with light asphalt surface the principal roads. 
(b) To reduce grades of highways. 


(d) Training of personnel 
The plan is to train Bolivian personnel so that within four years they can take 
over operation of the servicio alone and can form the backbone of trained per- 
sonnel for the consolidated Bolivian highway department. Therefore, training 
of personnel is an important phase in the servicio’s operation. The training 
program provides for: 
(1) Two weeks courses consisting of lectures and demonstrations for person- 
nel and superintendents. The subjects covered include: 
(a) Plans preparation. 
(6) Construction inspection. 
(c) Maintenance practice and procedures. 
(2) Basic principles of soil mechanics for all engineering personnel, superin- 
tendents and laboratory technicians. 
(3) District equipment operation schools and equipment mechanics’ school. 
(4) As other courses are required they will be established. 
Another important factor in training young engineers will be to change their 
assignments as fast as they learn one job well, thereby insuring that they get 
a well rounded experience in highway engineering. 


8. TECHNICAL ASSISTANCE ON OTHER HIGHWAY WORK 


(a) A Bolivian contractor has been working for some time on a section of 
road between San Pedro-Caranavi. This is a very important section of road 
in Bolivia. When it is completed it will open up a new rich agriculture area. 

(6) Technical assistance and financial assistance through counterpart funds 
is provided to Bolivian army engineers who are working on a road location from 
Caranavi to the Beni River area, which is also an area of great agricultural 
potentialities. 

4, FUNDS 


ICA/W has approved five projects as follows: 
(a) Administration (management and cost accounting). 
(0) Demonstration of methods of research and testing of road materials. 
(c) Demonstration of equipment maintenance and repair. 
(d@) Demonstration of road maintenance and betterment. 
(e) Demonstration of road pioneering and development (San Pedro-Car- 
anavi). 

As soon as these projects are agreed to, by the Minister of Public Works and 
Communications and Chief, Public Roads Division, the Bolivian Government 
will donate 75 million centavos for this fiscal year and the United States 
will make available a $65,000 grant. In the next year the servicio will need 
about 600 million centavos contribution from the Bolivian Government. There 
has been obligated $1,100,000 out of economic aid funds for equipment and sup- 
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plies for use in road maintenance and construction projects. In addition 250 
million centavos from counterpart funds are available for the construction of 
the San Pedro-Caranavi project. 


Status Report OF Civit AVIATION MISSION, OCTOBER 1955 


The objectives of the mission are to bring about and maintain in Bolivia 
aviation standards and economy of operations similar to those in the United 
States. 

There is a shortage of trained technical personnel in Bolivian aviation par- 
ticularly in the field of mechanics, therefore in order to meet one phase of the 
objectives the Instituto Aeronuatico Nacional in Cochabamba was started about 
1 year ago to train young Bolivians in modern methods of aircraft mechanics. 

This is a joint undertaking by the Bolivian Government and the United States 
Government. Selected graduate students from this school will be sent to the 
United States for further specialized training ; however the main idea is to train 
here in Bolivia with Bolivian instructors thus cutting down the cost, and 
making available a reservoir of trained mechanics for all the aviation interests 
in Bolivia. 

The Bolivian instructors of the school have finished special courses in the 
United States and hold Civil Aeronautics Administration certificates of com- 
petency. 

here are approximately 70 students now enrolled in the school and it is 
planned to have a capacity of about 100. A project agreement was signed in 
June 1954, between the Bolivian Government and the United States Government 
providing for technical assistance by the civil aviation mission and the granting 
of US$6,000 for fiscal 1954 to be spent for demonstration equipment and tech- 
nical manuals. The equipment will be modern and will be equal to that of any 
similar school in the United States. The long-range objective is to broaden the 
school so as to encompass other phases of aviation such as radio communications 
and pilot training, all under one department and to make it self-supporting. 

The mission has brought about an agreement between the Bolivian Govern- 
ment and Lloyd Aereo Boliviano Airline wherein LAM will operate the school 
for a period of 5 years. The Bolivian Government is to furnish a minimum of 
Bs3,500,000 per year for salaries and other expenses plus some surplus aircraft 
and engines, and LAB is to furnish the classroom facilities, shop facilities, trans- 
portation for students, and other facility expense. 

Policy guidance is given by a Board consisting of the Director General of Civil 
Aeronautics, general manager of LAB and the chief of civil aviation mission. 


TECHNICAL ASSISTANCE TO LLOYD AEREO BOLIVIANO AIRLINE 


Considerable technical advice is being given LAB Airline regarding the 
modernization of their present DC-3 equipment. A study is being made regard- 
ing the feasibility of converting the present engines to obtain higher horse- 
powers thus increasing the allowable payloads, the obtaining of better operational 
safety due to one engine failure and the earning of more revenue per hour of 
operation. 

Assistance is given in LAB’s pilot training program and the following chart 
shows the status of their pilots in regard to meeting United States standards. 
LAB gives a special salary bonus to all pilots and mechanics who qualify for 
United States certificates. 

Through the aviation assistance group meteorologist in Panama a thorough 
survey of LAB’s weather forecasting and reporting service is now underway. 
A report will be prepared making recommendations for the improvement of this 
service and a plan is being worked out for a system of users charges for this 
service. 

LAB has recently purchased three DC-4 airplanes to be placed in passenger 
service. 

Assistance is being given in setting up inspection and maintenance procedures 
on the DC-—4 comparable to United States standards. 

Plans are underway to establish LAB as the central major overhaul agency 
for all the aviation operators of Bolivia including the miltary. If effected this 
would greatly conserve the expenditure of dollars for parts, cut out the present 
duplication of equipment and provide a higher level of operational safety. 





livia 
nited 


par- 
f the 
bout 
cs. 
tates 
» the 
train 

and 
rests 


1 the 
com- 


it is 
ad in 
ment 
nting 
tech- 
P any 
n the 
tions 
ng. 

vern- 
chool 
im of 
eraft 
rans- 


Civil 
on. 


xy the 
gard- 
1orse- 
tional 
ur of 


chart 
lards. 
‘y for 


rough 
rway. 
f this 
r this 


enger 
dures 
gency 
d this 


resent 


TECHNICAL ASSISTANCE IN LATIN AMERICA 471 


TECHNICAL ASSISTANCE FOR DIRECTOR GENERAL OF CIVIL AERONAUTICS IN BOLIVIA 


Almost daily consultation is had with the Director General of Civil Aero- 
nautics (DGAC) regarding airworthiness matters, inspection procedures, and 
other related matters. A system of accident-investigating procedures and report- 
ing similar to that of the United States Civil Aeronautics Board has been in- 
stigated. All CAA mechanical defects reports, aircraft specifications, and special 
airworthiness bulletins are furnished to the DGAC’s office for dissemination to 
Bolivian aviation interests. 

Work is being done now to bring about in Bolivia safety regulations similar 
to our United States and international standards. At the present time no laws 
exist pertaining to civil aviation. 

Assistance is being given the DGAC’s office in the establishment of the civil 
pilots training school in the Cochabamba. 

Of the 10 technical personnel employed by the DGAC’s office, 7 have received 
training in the United States. 


COORDINATION WITH OTHER AGENCIES 


Coordination is maintained with United Nations mission, Air Force mission, 
and Army mission regarding training grants and other related matters. 

Collaboration with the United Nations mission is effected regarding training 
grants in aviation so that no duplication will exist and so that the selection of 
trainees will satisfy the most urgent needs of Bolivian aviation interests. As- 
sistance was given the United Nations in the selection of personnel for two avia- 
tion training grants during 1954. 

Close coordination is maintained with the Air Force mission regarding the 
proposed operation of (TAM) Transporte Aero Militar in the carrying of cargo 
for the betterment of the Bolivian economy. 


Number and type of aviation training grants for Bolivia 


Fiseal 1942-52: 

ea FOREN i occas pS wey 18 
Mechanics - JD gp Sete 3 
Administrative engineering eds 1 
Air traffic control and communications____ : pee 7 
Specialists : : : Bynes 8 
Uy RIEU TS, ti aces iene bie hk ti kerreden ined denmeaibiies hadidebtnnel 11 
Key offiicals 


Fiscal 1953 : 
Air traffic control 
Airline maintenance__ 
Aircraft despatching_ 


Total 


Fiscal 1954-55: 
Specialist-welding and electroplating 
Radio maintenance and communications_______-______- toe 
Air traffic control 
Airline admiinstration 


| bt et DO 


REGIONAL PUBLIC ADMINISTRATION ADVISERS, OCTOBER 1955 
GENERAL NATURE OF FUNCTIONS AND ACTIVITIES 


In accordance with the policy of the ICA/Office of Latin America, regional 
technicians are located in a country where their services can be fully utilized 
during such times as they are not performing advisory and consultative services 
in other countries throughout the area. 
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Headquartering of two regional public administration advisers in La Paz per- 
mits utilization of their services not only in cooperative public administration 
programs with the Government of Bolivia but also on administraiton aspects of 
both the expanded regular technical-assistance programs and the economic 
assistance and development program. 


SERVICES RELATING TO MISSION COMMODITY CONTROL FUNCTION 


Both of these regional advisers have served on an emergency basis as mission 
commodity control officer with the senior adviser initially responsible for develop- 
ing basic economic assistance program procedures and controls instituted during 
the period December 1953 to February 1954. The other regional adviser served 
in this capacity during the period February to July 1954, and continued through 
September 1954, to provide full-time assistance to the regular Commodity Con- 
trol officer on operational phases of the program. From March to July 1954, the 
senior adviser was on a temporary assignment to FOA/W. One of the major 
responsibilities of this assignment was the representation of the Office of Latin 
America in FOA planning for the Agricultural Trade and Development Act. 
Thus, in addition to regular public administration advisory activities, the 
experience of the two advisers in instituting and operating economic aid and 
development is available to Bolivia as well as other Latin American missions. 


OTHER ACTIVITIES RELATING TO MANAGEMENT PHASES OF ECONOMIC AID AND 
DEVELOPMENT PROGRAMS 


The following is a summary listing of technical and advisory assistance pro- 
vided at the request of and in collaboration with officials of both USOM to Bo- 
livia, participating agencies of the Bolivian Government and private commercial 
institutions: 

1. Complete review of USOM economic-aid procedures and controls including 
analysis of ICA regulation 1 from the standpoint of the operational situation in 
Bolivia and submission to ICA/W or questions requiring clarification as well as 
recommended modifications. 

2. Continuous consultation with officials of Bolivian Ministry of Economy on 
Ministry’s procedures and other economic-aid operations and related manage- 
ment problems, such as organization and personnel requirements for most effec- 
tive administration. 

3. Design and installation of both internal and external forms, reports and pro- 
cedures for insuring effective control and management of the aid and develop- 
ment programs. Included in this type of activity are numerous consultations with 
mission director and commodity control officer on employment of aid program 
end-use investigator, ways and means of appropriately implementing the ICA 
auditor report, consultations with other ICA/W officials with respect to aid 
program background and current operational procedures and discussions with 
representatives of mills, freight forwarding and insurance companies, railroads 
and ocean shipping (Grace & Co.). 

4. At request of CARE representatives, advised with respect to that organiza- 
tion’s problems and arrangements for port receipt and reforwarding and ware- 
housing and distribution of CARE supplies. 

5. Continued collaborative activity with regular commodity control officer on 
program operations, such as review of offers under commercial procurement 
by Bolivian Ministry of National Economy and the Ministry’s procedural proc- 
esses of reviewing and determining successful bids. 

6. Assumption of commodity control officer functions in the absence of this 
official. 


ADVISORY ASSISTANCE ON USOM TO BOLIVIA ADMINISTRATIVE MANAGEMENT 


As requested by the mission director, both advisers have directed their initial 
attention to a review, conducted in close collaboration with the mission director 
of administrative services, of various overall phases of mission administration 
as well as to specific problems thereof. The following is a summary listing of 
this activity: 

1. Preparation, in collaboration with mission division and servicio officials, of 
functional-personnel charts depicting responsibilities and organzation of the 
USOM, its subdivisions and affiliated servicios. 

2. Reviewed operations of Mission and servicios relating to arrangements for 
obtaining Bolivian Government clearance and release of mission program supplies 
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and equipment and personal effects of United States personnel. In collaboration 
with United States Embassy, USOM and servicio officials, negotiated arrange- 
ments with Bolivian Ministry of Finance, Customs, and Postal officials whereby 
such supplies, equipment, and effects are cleared and released within a matter 
of days after receipt in Bolivia in contrast to former several weeks’ waiting time. 
This expedites the supply phases of the expanded technical assistance and emer- 
gency programs. 

3. On basis of an appraisal of needs and operations of the immediate office of 
the mission director, recommended recruitment of administrative assistant and 
delineated responsibilities of such United States additional employee in relation 
to problems of mission mails, files, and communications operations and services. 
Prepared necessary job descriptions, supporting justifications, etc. 

4. Developed plan for central USOM manual for communication of ICA and 
mission policies and procedures. Drafted a number of such policy and proce- 
dural documents as directed by USOM director. 

5. Made arrangements with Guaqui-La Paz Railroad officials for use of railroad 
facilities in expediting dispatch of documents pertaining to mission supply 
movements. 

6. Participated in weekly and other periodic meetings of mission director of 
administrative services and business managers involving budgetary, personnel, 
supply, and other administrative matters. 

7. Assistance in overall mission administrative management has involved col- 
laboration with the executive officer in the preparation and review of director's 
memoranda relating to a variety of subjects, including records and communica- 
tions management, social insurance benefits, controls over imports by mission 
employees, a forms control program, and an employees’ recreational association. 

Assistance has also involved: (a) Participating with employees of the Embassy, 
USIS, and the mission as members of a committee developing a post report and 
guidebook, the latter to be distributed by the American Association of La Paz; 
(b) reviewing the new office space and plans of occupancy with the executive 
officer for purposes of making recommendations for more efficient planning and 
utilization; (c) consulting with the Records Management Team from ICA/Wash- 
ington relative to the organization of the mission and nature of files and records: 
(d@) drafting airpar and supporting papers for a resident public administration 
adviser and other mission positions; (e) carrying out suggestions of mission 
director to simplify check transmittal procedure and initiating action to make 
work distribution and process charts and work counts of the activities of the 
mission’s administrative division. 

8. One of the regional public administration advisers was designated by the 
mission director to serve as an acting business manager in the Public Roads 
Division and the Cooperative Servicio of Public Roads (Servicio Cooperative 
Boliviano-Americano de Caminos) until a full-time business manager could be 
recruited. Assistance has involved the preparation of airpars for various posi- 
tions and the preparation of required supporting documents such as PIO’s, ete. 
Recruiting of Bolivian personnel for the division and the servicio has involved 
interviewing and examining applicants for positions of accountants, translators, 
stenographers, etc. Arrangements for training of appointees have also been 
discussed with other divisions. Assistance has also been provided in planning 
the utilization of space and necessary remodeling, lighting, procurement of 
furnishings, etc., of the premises in which the division has offices and in the 
selection of a site and the erection of a building thereon for the La Paz district 
offices, shops, and yards. The budget and supporting documents, organization 
and staffing plans, policy and procedural guides in management, and project agree- 
ments have also been developed. 

9. In accordance with instructions from the mission director the regional public 
administration advisers assisted the mission resettlement and colonization office 
in the development of an organization plan embracing all units of the Bolivian 
Government and other organizations involved in colonization and resettlement 
within Bolivia. They participated in discussions pertaining to the implementa- 
tion of the organization plan and arrangements for drawing upon the associated 
units to provide a variety of services. Also, investigated with the resettlement 
and colonization officer was the problem of “‘braceros” leaving the country for 
employment in neighboring countries involving discussions with the representa- 
tives of the Corporacion Boliviana de Fomento (Bolivian Development Corpora- 
tion) and the Ministerio de Asuntos Campesinos (Ministry of Indian Affairs). 

10. Participated in carrying out arrangements to implement the request of the 
Bolivian Government for assistance in the development of a petroleum code by 
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reviewing a contract with a United States management firm employed to study 
existing laws in Bolivia and develop such a code. Carried out translating and 
typing, met with Foreign Minister to review, effect changes proposed, and 
obtain signatures of the proposed contract. 

11. Initiated the proposal for the establishment of a USOM working group on 
procurement and supply management. This project, authorized by USOM direc- 
tor’s memorandum of October 13, 1955, will involve the review of current policies, 
practices, and procedures of all USOM units and the cooperative servicios with 
the objective of effecting improvements therein, such as joint action wherever 
appropriate in various procurement and supply operations, the standardization 
of forms and procedures, etc. An equally important objective is the demonstra- 
tion to Bolivian agencies of the possibilities and methods of effecting improve- 
ments in this key governmental function. 


ACTIVITIES IN CONNECTION WITH DEVELOPMENT AND OPERATION OF BOLIVIAN 
TECHNICAL ASSISTANCE PROGRAM IN PUBLIC ADMINISTRATION 


In addition to the special assignments in connection with the economic aid 
program and USOM to Bolivia administrative management, as outlined above, 
the regional public administration advisers have been called upon to act in the 
capacity of resident public administration advisers in developing and administer- 
ing a technical assistance public administration program in Bolivia. Despite 
disrupting effects of the other activities previously described and the difficulty 
of continuity in planning and executing projects in Bolivia due to the regional 
nature of their assignment, the regional advisers have participated in significant 
groundwork activity in development of a program for assistance in improving 
Bolivian public services. 

Under the leadership of the USOM director who has ranked the improvement in 

management of Bolivia’s governmental activities in the forefront of Bolivia’s 
problems, major emphasis in the public administration program has been centered 
on the basic lack of qualified and trained personnel for effective operation of both 
regular governmental functions as well as those relating to administration of 
3olivia’s economic development undertakings. Paralleling the emphasis on 
measures to equip Bolivian public servants and those interested in governmental 
service for more effective administration, action was also initiated to provide 
the necessary conditions within Bolivia’s governmental structure for effective 
utilization of the basic training effort. With the strong support of the President 
of the Republic, these two keystones of the public administration technical- 
assistance program have been laid through the establishment of a Bolivian 
Training Center of Public Administration and the initiation of the project for 
development of a modernized Bolivian civil service or merit system of personnel 
management. 

The following summarizes these major developments as well as other projects 
and activities related to improvement of Bolivia’s public administration, in all 
of which the regional public administration advisers have carried out the neces- 
sary staff work for the USOM to Bolivia. In so doing they have maintained 
close collaboration with the public administration technician of the United 
Nations mission to Bolivia to insure correlation of policies and activities. 


1. Bolivian Training Center for Public Administration 

Foremost in the projects for improving Bolivian public administration is the 
project for establishing both pre- and in-service training facilities for Bolivian 
officials and prospective governmental employees. In response to a need for 
assistance in this field expressed by the President of the Republic and other key 
Bolivian officials, the USOM to Bolivia in February 1954 included in its technical- 
assistance program budget requests an item for a reconnaissance type survey to 
be conducted by a representative of a United States university. In September 
1954 the regional advisers participated with a representative of the University 
of Tennessee in exploratory negotiations with the Government f Bolivia and 
the University of San Andres, of La Paz, looking toward a possible ICA-financed 
university-to-university contract in the field of training in public administration. 
As a result of these negotiations, ICA entered into a project agreement with 
the Government of Bolivia and the University of San Andres under which the 
technical assistance of the University of Tennessee will be made available to the 
Government of Bolivia through the University of San Andres over a 3-year period 
ending in 1958. 

Under the project agreement, ICA will provide $421,000 to finance the costs 
of the University of Tennessee in making its personnel and facilities available 
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to the University of San Andres in a two-way exchange of professors and other 
technical personnel in the subfield of management, such as budget and fiscal 
administration, personnel management, office management, ete. In addition 
to providing such professional staff and teaching materials and aids for estab- 
lishment of the training center in La Paz, the project calls for the training 
of an average of 4 Bolivian professors each year during the 3-year period, thus 
equipping the center to assume full responsibilities for its operation after 
1958. In addition to courses and instruction in practical aspects of governmental 
administration, the center will conduct a program of research and publication 
and the staff of the center will be available to provide consultative and advisory 
services to the Boliivan Government on administration and management of 
governmental programs and functions. 

2. Civil-service project 

As outlined above, creation of the Bolivian Public Administration Training 
Center is being paralleled by development of plan for establishment of a Bolivian 
civil-service system under which it is hoped to create a basic framework con- 
ducive to effective administration of Bolivia’s public services and economic 
undertakings and to maximum utilization of the training and educational efforts 
in the management field. 

Working in close collaboration with the public administration technician 
of the United Nations mission to Bolivia, the regional advisers were instru- 
mental in the formation of a President's National Committee for Public Admin- 
istration which has been assigned the task of developing proposals for basic 
legislation and implementing regulations necessary to establish a Bolivian civil- 
service system. 

In addition to making available the technical advice and assistance of the 
regional advisers in the deliberations of the Committee, the USOM to Bolivia 
concentrated its fiscal year 1955 public administration participant program 
on the problem of training Bolivian personnel required to administer the civil- 
service system when established. A group of five Bolivians, selected in coopera- 
tion with the President’s Committee, are currently in training at the University 
of Tennessee and on their return to Bolivia will be available for assignment 
to key positions in the various subfields of personnel administration which the 
contemplated central office of personnel will be called upon to perform. Coupled 
with the training facilities of the new training center, it is expected that this 
training project will provide a solution to the basic problem of lack of competent 
personnel to administer a personnel system along modernized lines. 


? 


3. Distribution of public administration materials 

In addition to the foregoing projects for establishing an underlying framework 
and facilities for improvement of Bolivia’s public administration, USOM to 
Bolivia has also directed its efforts at the equally important problem of obtaining 
the necessary understanding of key Bolivian officials in the nature of the public 
administration problems confronting Bolivia and enlisting their interest and 
support in gearing public management to the sizable undertakings in economic 
and other fields on which Bolivia has embarked. 

One approach in this direction has been the distribution of basic textbooks, 
periodicals, monographs, and other materials, in the Spanish language, to a group 
of over 150 key officials located in all the Bolivian ministries, quasi-governmental 
corporations, and other agencies as well as in the four cooperative servicios 
through which ICA’s technical-assistance programs in education, health, agri- 
culture, and public roads are administered. 

The interest and response to this activity by the Bolivian recipients has more 
than justified, in Bolivia, the relatively small ICA investment in translation 
and printing costs of a limited number of basie texts previously available only 
in the English language dealing with underlying concepts of organization and 
administration. Supplemented by other materials dealing with practical tech- 
niques or methods of modern management, such as systems of work analysis, 
design and control of forms, supervisory methods, etec., an initial foundation has 
been laid for continuing support of the other projects. This project will be 
correlated with the research and publication facilities of the new training center 
so as to develop new or adapt existing materials to Bolivian needs. 

}. Procurement and supply management assistance project 

In a second key area of governmental administration, procurement and supply 
management, the USOM to Bolivia is directing its efforts toward assisting the 
Bolivian Government in strengthening the management of these activities which 
have vital significance in Bolivia’s current economie crisis. In addition to the 
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above-described economic aid program activities of the regional public admin- 
istration advisers and the day-to-day advisory activities provided by the mis- 
sion’s commodity control technicians in connection with their supervisory respon- 
sibilities in the administration of the economic aid program, the mission initiated 
a first, fundamental step in sitmulating necessary Bolivian interest by arrang- 
ing for the participation of two key officials of the Ministry of National Economy 
in ICA’s special seminar for Latin American procurement and supply manage- 
ment officials. As a result of their participation, the Ministry of National 
Economy, which administers major segments of the United States economic-aid 
program as well ux other basic food and industrial commodity purchases for 
the Bolivian economy, has requested the assistance of the USOM to Bolivia in 
its consideration of measures for improving its procurement and supply organ- 
ization and methods. Certain materials relating to basic procurement legisla- 
tion and operational procedures have already been made available to the ministry 
and additional material and information has been requested from ICA/W and 
other sources. 

The activities of the USOM working group on procurement and supply manage- 
ment, described above, will be closely correlated with the advisory work with 
the Ministry of National Economy. The regional public administration advisers 
have been responsible for carrying out this project and are working closely with 
the mission commodity control technicians in providing the advice and assistance 
requested by the ministry. 

A second principal step taken by the mission in assisting the Bolivian Govern- 
ment in the field of procurement and supply management was the arrangement 
whereby a Bolivian technician employed by the mission’s Commodity Control 
Office has been included in the mission’s public administration participant pro- 
gram. He is currently in the United States and upon completion of a 7-month 
special program of practical observation of governmental and commercial pro- 
curement operations combined with appropriate academic courses, he will be 
employed in a key position by the Procurement Division of the Ministry of 
National Economy. The intensive training thus acquired will be made available 
to other ministry officials and personnel through his supervisory role in the opera- 
tions of the Procurement Division. 


5. Training of Participants in Other Sectors of Bolivian Public Administration 

(a) International Institute of Administrative Sciences.—In addition to the 
above major projects for special training of Bolivian governmental officials, the 
fiscal year 1955 public administration program included sponsorship of a high- 
level project under which the president of the Central Bank of Bolivia, partici- 
pated in the round table discussions of the International Institute of Adminis- 
trative Sciences held in July 1955 at Oxford, England. In addition to discussions 
of developments in the private management field of potential applicability to 
management of public enterprises, the conference dealt with the problems and 
methods for public administration training. Both of these subjects are of direct 
interest to Bolivia. On his return the president of the Central Bank, who is also 
serving as chairman of the aforementioned President’s National Committee for 
Public Administration and as dean of the Law School of the University of San 
Andres and a key supporter of the training center project, reported his observa- 
tions and conclusions in a formal talk at the Centro Boliviano-Americano, His 
speech has been reproduced and is being widely distributed to Bolivian Govern- 
ment officials and others interested in or in a position to influence action to 
improve Bolivia’s public services. A further result of his participation will 
be the formation of a Bolivian section of the International Institute of Adminis- 
trative Sciences and future participation by Bolivia in the activities of the 
institute, both within Bolivia and internationally. 

(b) Servicios and other participants.—As a direct measure for influencing 
management improvement in Bolivian governmental agencies, the training of 
key Bolivian administrative personnel of the cooperative servicios provides oppor- 
tunity not only for strengthening the administration of the servicios themselves 
but a means for demonstration of what can be accomplished in this direction as 
well as personnel in position to advise and work with administrative officials of 
their parent ministries. Five Bolivian officials from the servicios and the USOM 
administrative office were selected on this basis and have completed or are in 
process of taking special training programs in various aspects of administrative 
management. 
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6. Advitre and assistance to industrial agencies 


In addition to the generalized or overall approach to basic problems and needs, 
the USOM to Bolivia, through the regional advisers, and through a special con- 
sultant made available on a short-range assignment basis, has consulted and 
advised with officials of the following individual agencies: 

(a) Yacimientos Petroliferos Fiscales Bolivianos (Bolivian Oil Corpora- 
tion) Assistance was provided at the request of the Bolivian personnel con- 
sultant of this Government-owned oil corporation in connection with testing 
and examination materials applicable to the corporation’s activities. Advice 
was also rendered with respect to personnel office procedures and pay-scale plans. 

(b) The Central Bank of Bolivia.—The Central Bank of Bolivia similarly 
requested the services of a technical consultant on organization and manage- 
ment. Asa result of this consultant’s study and counsel, the bank has adopted 
or is in process of implementing the majority of recommendations aimed at 
modernizing the bank’s accounting, auditing, and banking operations generally. 
In addition to significant economies in lower personnel and other administra- 
tive costs, the major result of this project will be the installation of more 
effective essential managerial controls and generally improved services to the 
Republic of Bolivia. 


REGIONAL ASSIGNMENTS OTHER THAN WITH USOM TO BOLIVIA 


In addition to his special assignment in ICA/W acting in the dual capacity 
of staff officer for Latin America of the Public Administration Division and rep- 
resentative of the Office of Latin America in ICA participation in planning 
programs under the Agricultural Trade and Development Assistance Act of 
1954, the senior regional public administration adviser carried out a special 
assignment with the USOM to Paraguay during the period April 23 to July 26, 
1955. During this assignment he acted as acting USOM program officer, Acting 
Chief of the USOM’s Industry, Government, and Technical Services Division, 
and acting senior public administration adviser. 

In addition to a variety of projects in substantive fields such as public roads, 
civil aviation, the senior regional adviser carried forward into the specific 
planning stage the proposed establishment of a university-to-university contract 
arrangement for establishment of basic training facilities in public adminis- 
tration in Paraguay. Details of the regional adviser’s activities during this 
assignment are contained in monthly reports of USOM to Paraguay. 


COLONIZATION IN BOoLiviIa 


Colonization is limited almost entirely to the Santa Cruz area. This area is 
developing as a hub of transportation with railroads from Brazil and Argentina: 
airlines from Argentina, Uruguay, Paraguay, Brazil, and the United States via 
Peru; and a new highway connecting with the populated centers of Bolivia. 
Coupled with the fact that this large area has a great potential for agricultural 
development, colonization is therefore desirable. 

Several branches of the Bolivian Government are involved in colonization; 
however, efforts are being made by the USOM and the Bolivian Government to 
consolidate this work into the Bolivian Development Corporation. The USOM 
maintains an Office of Resettlement and Colonization which coordinates the mis- 
sion’s colonization interests with the Bolivian Development Corporation. Since 
colonization is a host government function the USOM avoids taking an adminis- 
trative function in this field. However, the USOM does offer advice and financial 
assistance to approved colonization projects. 

The Bolivian Development Corporation was given a grant of $150,000 during 
fiscal year 1955 for the purpose of purchasing developmental items to be used to 
assist in colonization. In addition Bs400 million was made available from 
fiscal year 1955 counterpart funds for the purpose of assisting specific coloniza- 
tion projects as follows: 


1. Okinawan colony Bs230, 000, 000 
2. Soldier’s colonization project__ 112, 000, 000 
. Project No. 59 La Loma er 18, 000, 000 
. Italian colony , 15, 000, 000 
. Mennonite colony No. 1__- e 10, 000, 000 
. Mennonite colony No. 2- re) raion tk ane: ivacozalt 15, 000, 000 
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During fiscal year 1955 Congress allocated $180,000 from a special fund which 
is being used for the purchase of goods and equipment for the Okinawan colony. 
All purchases are being made by the Agricultural Servicio in the name of the 
Development Corporation. 

1. Okinawan colony.—Approximately 400 Okinawans were sent to Bolivia last 
year by the United States Department of the Army, and were settled in an 
unsuitable area by the Bolivian Government. With USOM assistance, the Bo- 
livian Development Corporation relocated the entire colony in a more suitable 
site. To date approximately 150 hectares have been provided, and the corpora- 
tion is currently negotiating for additional land to bring the total land acquired 
up to 8,000 hectares. The colonists are expected to pay for this land within 5 
years. The colony now consists of 160 units and will be divided into that many 
farms. Approximately 150 immediate family members are now in Okinawa 
awaiting passage to Bolivia. To date little has been produced by these colonists, 
but it is believed this colony will make a substantial contribution to the Bolivian 
agricultural economy once it gets into motion. 

2. Soldier's colonization project.—This colonization scheme, organized as a 
branch of the Bolivian military, and supervised by the Bolivian Development 
Corp., was inaugurated about May 1, 1955. Approximately 1,300 soldiers were 
recruited for the purpose of being resettled into “farming regiments” in the 
Santa Cruz area. These men are clearing forest land, constructing dwellings, 
digging wells, and cultivating land. By this means, the Bolivian Government 
is bringing young men, many with farm backgrounds, into the new agricultural 
Santa Cruz area. At the close of his service, the recruit will be offered a tract 
of farmland, with dwelling, necessary equipment, etc., in the hopes that he will 
decide to remain in Santa Cruz. It is thus believed that a much needed move- 
ment of population from the overpopulated altiplano to the underpopulated east- 
ern lowlands will be set in motion. At the same time, while he is doing his 
“military” service, he is producing food, and the recruit is no longer a drain 
on the short supply of food in the altiplano region. It is difficult to say how 
successful this program will be. However, even a small percent of the recruits 
remaining in the area will have merit, especially, since the present government 
has made such movement of peoples one of its objectives. 

3. Project No. 59, La Loma.—Some 20 kilometers northeast of Montero on the 
La Loma farm, is a project in which farmers from the village of Ucurefia, Co- 
chabamba, are being offered resettlement possibilities. The project is relatively 
small and has been operating only a little over a year. It further carries out 
the thinking of the Government—to shift populations into the eastern Bolivian 
territories. There has been much speculation whether Indians of the altiplano 
can make the adjustment to the lower tropical climate. This project is designed 
to prove that this is possible and to serve as an inducement for numerous such 
families to make the move. Each man is offered a 3-month trial at this coloniza- 
tion scheme. Every 3 months new volunteers are sought. Leaders of the project 
are much encouraged over the fact that some of the “colonizers” have volunteered 
to return for a third time, and already approximately 40 persons have been 
permanently resettled under this project. 

4. Italian colony.—A little over a year ago, 15 Italian men came from Italy 
to Bolivia without any official agreements with the Bolivian Government. Upon 
arrival in La Paz, they were accepted as farm immigrants by the Bolivian 
Development Corp. and placed on a tract of land immediately adjacent to 
the Guabiré sugar mill now under construction. This land belongs to the 
corporation, and will be made available to the Italians for another 2 years with- 
out paying rental. The corporation is acquiring 250 hectares some 8 kilometers 
south of Montero which will be sold to the Italians, payable in 5 years. Three 
men have left the colony. The 12 remaining men will set up operations on a 10- 
unit basis. Some family members are waiting in Italy for passage to join their 
families. This colony has shown that it can integrate both culturally and agri- 
culturally, and shows good prospects of producing excellent crops in the future. 

5. Mennonite Colony No. 1.—Some 50 Mennonites came from the Paraguay 
Chaco a year ago, acquired land through purchases from the company Algondera, 
a private agency engaged in farming and processing cotton. There are 10 
farm units, each consisting of 60 hectares. To date they have received no 
Government subsidy, financing coming from their own resources or from the 
Algodonera. They are currently acquiring farm machinery through credits 
made available by Crédito Supervisado (banch of Servicio Agricola) and the 
Banco Agricola. They have made remarkable progress in their first year and 
there is every reason to believe they will make a valuable contribution to the 
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economy of the country. The colony is badly in need of financial assistance to 
properly get on their feet. 

6. Mennonite Colony No. 2.—An additional 50 families (some 350 people) now 
in the Paraguay Chaco, originally from Canada, but of Dutch-German origin, 
are contemplating resettling in the Santa Cruz area. By liquidating their 
holdings in Paraguay, they will have sufficient funds to pay approximately 
one-third of the resettlement costs. The balance will need to come by way 
of credits and grants. This USOM is preparing plans for such financing through 
Supervised Credit. This colony will acquire its property by private dealings and 
will divide its holdings among the 50 families. Although the Mennonite Colonies 
work on a well organized cooperative basis, individual ownership remains para- 
mount. The allocation provided for this colony will be utilized to pay for initial 
costs and assistance in maintenance during the first months. 

A suecessful colonization program entails more than financing by outright 
grants. It is extremely important that credits—both short term and long term— 
be made available. Supervised Credit does not have sufficient capital to under- 
take a vast colonization program, and at th same time maintain its good work 
among farmers already in the area. For that reason, plans are now being de- 
veloped in which a new fund, agriculture loan fund for colonization of immigrants, 
is to be created. This is to be administered by the Supervised Credit, which may 
make longer loans (up to 10 years) to immigrant farmers. A total of approxi- 
mately Bs200 million—is sought to be turned over to Supervised Credit to prop- 
erly finance these programs. 


SUMMARY OF PROJECTS FINANCED FROM THE 1955 DEVELOPMENT ASSISTANCE 
PROGRAM 


In the 1955 program $6 million has been allocated for the procurement of 
development equipment and supplies to be used for the economic development 
of Bolivia. The sum of approximately Bs3,385 million derived from the sale 
in Bolivia of agricultural commodities donated under the Economie Assistance 
Agreement, will be used for local costs of the various pr« jects. 


PROJECTS IN AGRICULTURE 


(1) Agricultural credit—The sum of Bs900 million has been allocated for this 
project to continue the work of the agricultural credit system started with 1954 
program funds. 

(2) Vaccine laboratory, La Paz.—The sum of Bs100 million has been allocated 
to this project to continue the work of constructing the buildings to house the 
hoof and mouth disease vaccine and hog-cholera vaccine laboratories. 

(3) Small irrigation works.—Bs10 million has been allocated to continue the 
project drilling wells and constructing irrigation canais in the provinces of La Paz 
and Oruro. 

(4) Live stock project in Reyes and Villamontes.—Bs100 million has been 
allocated to this project to pay local costs in connection with the introduction 
of purebreed cattle into the area to improve the quality of the local cattle. 
Breeding and veterinary stations will be built in both areas. 

(5) Irrigation work in Villamontes.—To carry on the work of irrigation in 
the Villamontes area started with 1954 program funds, Bs150 million and $540,000 
has been allocated. 

(6) Sugar mill in Guabird, Santa Cruz—The sum of Bs300 million has been 
allocated to cover the local costs of construction of a second sugar mill in 
Guabiré, Santa Cruz. 

(7) Agricultural equipment.—For the procurement of tractors, agricultural 
and food processing equipment by the Agriculture Servicio $2,750,000 has been 
allocated. 

This equipment will be used for land clearing and cultivation, to increase agri- 
cultural production and to provide processing facilities for increased agricultural 
production. 

(8) Wheat and other grain storage facilities —The sum of $20,000 has been 
allocated for the procurement of demountable, metal buildings to be used as 
storage facilities. 

(9) Irrigation, Cochabamba and Oruro.—Bs150 million has been allocated to 
continue the work on the irrigation systems in Cochabamba and Santa Cruz 
started with funds from the 1954 program. 


73434—-56——32 
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PROJECTS IN TRANSPORTATION 


(1) Construction of airstrip, Caranavi.—Bs50 million have been allocated 
for the construction of an airstrip at Caranavi. This will facilitate the trans- 
portation of the produce of the rich Beni area to La Paz. 

(2) Caranavi Road.—To continue the work of extending the La Paz-Yungas 
road to Caranavi, Bs250 million has been allocated $300,000 of road building 
and maintenance equipment will be procured for use on this and other road 
projects. 

(3) Caranavi-Altamarani road study.—Bs80 million has been allocated to 
continue the work of surveying the road from Caranavi to Altamarani, When 
this stretch is surveyed the survey will be-continued on to Santa Ana. 

(4) Farm-to-market roads in Santa Cruz.—For the construction and mainte- 
nance of farm-to-market roads in the Santa Cruz area Bs 150 million has been 
allocated for local costs and $200,500 for the procurement of road building and 
maintenance equipment. 

(5) Road building and maintenance equipment.—$798,000 has been allocated 
to the Roads Servicio for the procurement of road maintenance equipment. 
This will enable the Roads Servicio to improve the condition of existing roads 
and thus facilitate the transport of agricultural commodities to consumption 
areas, 

(6) Aircraft spare parts.—$60,000 has been allocated to procure spare parts 
for the aircraft of the Bolivian Development Corp, These parts are needed 
to maintain planes that transport meat from the Beni to the La Paz area. 

(7) Aircraft spare parts for Military Air Transport.—Planes of the Military 
Air Transport carry meat and other foodstuff and supplies from inaccessible 
areas to the population centers ; $240,000 has been allocated for the procurement 
of spare parts for these aircraft. 

(8) Construction of airfields in the Beni.—Many parts of the rich Beni area 
can be reached only by aircraft; $200,000 have been allocated for the pro- 
curement. of equipment to construct airstrips in these presently inaccessible 
areas. 

PROJECTS IN HEALTH AND SANITATION 


(1) Construction of health centers.—The Health Servicio has been allocated 
Bs70 million and $50,000 for the construction of new health centers and im- 


provement of existing centers. 
(2) Environmental sanitation.—$88,000 has been allocated to the Health 


Servicio for the procurement of equipment and supplies to carry out environ- 
mental sanitation work in the Santa Cruz area. 


PROJECTS IN EDUCATION 


(1) Pedro Domingo Murillo Industrial School, La Paz.—The Education Ser- 
vicio has been allocated $25,000 to procure equipment for this school which is 
being completed with funds from the 1954 program. 

(2) Rural industrial and sectional schools.—For the construction and equip- 
ment of rural industrial and sectional schools the Education Servicio has 
been allocated Bs197 million and $75,000. 

(3) Equipment for school at Montero, Santa Cruz.—$75,000 has been allocated 
to the Education Servicio for the procurement of equipment and supplies for 
the vocational agriculture school being constructed at Montero, Santa Cruz. 


PROJECTS IN IMMIGRATION 


(1) To carry out the program of immigration and internal migration the 
sum of Bs400 million has been allocated to cover local costs ; $149,000 has heen 
allocated for the procurement of equipment and supplies necessary to establish 
and maintain the various colonies. 


PROJECT IN MINING 


(1) Equipment for small mines.—The sum of $350,000 has been allocated for 
the procurement of equipment that will improve the efficiency and increase pro- 
duction in the small mines. 
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SUMMARY OF THE UsOM TRAINING PRroGRAM IN BOLIvia 


The United States operations mission training program is an integral part of 
the technical assistance program. The purpose of this program is to supply 
Bolivia with better qualified technicians who can assist, and take over jobs now 
filled by United States technicians. About 80 percent of this program is carried 
on in conjunction with the six divisions of the United States operations mission 
(Agriculture, Education, Health and Sanitation, Roads, Civil Aviation, Public 
Administration). In addition training assistance is given to participants from 
the Geodetic Survey, the United States Army force missions. The latter assist- 
ance is given to Bolivian Army personnel solely for the perfection of technical 
skills that have a bearing on the Economic development of the country. In a 
few instances assistance is given to Bolivians who work outside the framework 
of the mission mostly in fields of labor and industry. 

In the majority of cases training grants are given to qualified technicians who 
have worked with United States technicians in Bolivia for a period of 2 years 
und whose capacity for learning has been proven. Priority is given to those 
nationals who need additional training in critical fields and to those nationals 
who, with some additional training, can assume positions now occupied by 
United States technicians. All recommendations for grants are made to the 
United States operations mission by the selection committees of the various 
divisions. Participants in the fields of industry and labor are handled jointly 
by the Embassy staff and the United States operations mission. Most puartici- 
pants are sent to the United States for training, however, if their proficiency in 
English is not up to par they must be sent to a country where their training can be 
secured in the Spanish language. 

The numbers of trainees sent from Bolivia for advanced training have been 
increasing during the last few years. In 1952, 22 participants were sent to the 
United States—9 in education, 4 in health, and 9 in agriculture. In 1953, 35 
participants were given grants for advanced study. Nineteen of the 1953 group 
studied in the various fields of education (rural teacher training, vocational 
agriculture, and vocational education). Ten of the 1953 group studies in agri- 
cultural fields including plant pathology, agricultural extension work, farm 
credit, entomology and 4-H Club organization. Six of the same group studied 
various phases of public health. 

During fiscal year 1954 the sum of $171,000 was made available for the train- 
ing of 55 Bolivians. The increase in the number of trainees was due mainly 
to: short-term training periods for labor, civil aviation and Geodetic Survey 
participants who were not included in previous fiscal year training programs. 

A training budget of $436,957 was obligated during fiscal year 1955 for the 
training of 173 Bolivians. Included in the 55 program was a special allotment 
for the training of 58 Bolivian Army engineers at the United States Army 
Engineer School in the Canal Zone and 10 Bolivian Air Force maintenance men 
who are also studying in the Canal Zone. Labor trainees also increased from 
8 in fiscal year 1954 to 24 in fiscal year 1955. Technical training increased in 
other fields as shown in the following table: 


Fiseal year Fiscal year 
1984 1955 


Agriculture __ 

Education 

Health__- phan 
Public administration - 
CAA 

Labor. 

Geodetic survey 

Roads. . —- 

Geology and industry - - - 
Audio-visual. _ - 


! Short-term Canal Zone. 
2 Long-term United States of America. 


From the beginning of the various technical assistance programs in Bolivia 
to June 1955, 387 Bolivians were given training grants. The Health Servicio 
trained 103 various health and sanitation trainees since 1942. The Education 
Seryi¢io has given training grants to 65 Bolivians since 1945, and the Agricnu}- 
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tural Servicio has given 60 grants since 1949. The remainder of the grants 
have been given in the fields of civil aviation, geodetic survey work, labor and 
industry. 

Recently it has been emphasized that there are very few qualified Bolivian 
technicians who are fluent in English. ICA/W has made it imperative that all 
foreign trainees (except for short-term groups on conducted tours) be able to 
speak and understand English. In order to produce qualified participants, the 
United States operations mission has organized an orientation program in Eng- 
lish at the Centro Boliviano-Americano, to be attended by all prospective 
trainees in the La Paz area. Funds for this undertaking have been furnished 
by ICA/W through the United States Information Service. 











PETROLEUM DEVELOPMENT 






Assistance was requested by the Bolivian Government to develop a petroleum 
code designed to encourage substancial private United States investment in 
petroleum investment, following the pattern already established in Peru and 
Venezuela. Existing petroleum legislation in Bolivia is rather antiquated and 
generally unsatisfactory from the point of view of attracting foreign investment. 

Petroleum is one of the several promising natural resources in Bolivia which 
in time might make an impact on Bolivia’s balance of payments. For this 
reason immediate assistance was rendered in the form of securing a private 
organization to draft a petroleum bill. The sum of $40,000 was obligated from 
development assistance budget in March 1955, in order to contract the services 
of Messrs. Schuster and Davenport of New York to do the job. An additional 
$20,000 will be obligated from the 1956 development assistance budget for the 
completion of this project before the end of the calendar year. 
















GEOLOGICAL STUDY OF THE LA Paz AREA 


PROJECT NAME 






Scientific and technical assistance in the field of engineering geology in the 
city of La Paz, Bolivia. 






INITIATION OF PROJECT 






The project was based on official requests by the Bolivian Government te ICA. 
Scientific and technical aspects and objectives were agreed upon between the 
United States Geological Survey, ICA/W, USOM/Bolivia, the Bolivian Govern- 
ment and officials of the city of La Paz, Bolivia. 









OBJECTIVES 






Primary : 
1. Compile a geological map of the city of La Paz and vicinity. 
2. Recommend corrective measures for landslide control in critical areas 
of the city. 
Secondary: 
1. Report on ground water resources. 
2. Using geologic data as a basis and with the assistance of the city 
planning engineer, prepare a zoning map of the area. 
3. Outline the nature and kind of work to be done in succeeding years by 
a geological section of the city administration, 












GENERAL BENEFITS AND EXPLANATION 







The purpose of the La Paz City geology project was to collect factual data for 
use in city planning. The first requirement for applying geology to this or any 
engineering problem is to identify the kind and character of the geologic units 
and their relations in space. This requirement is fulfilled by geologic mapping. 
Moreover, the geology that is mapped today may find its greatest usefulness in 
the future to aid in answering now unforeseen problems. The geologic map of 
La Paz and vicinty is now available as a guide for interpretation for special 
purpose needs. 

In preparing the geologic map of La Paz, facts about landslides were also 
assembled. The background data yielded much information about origin, gross 
composition, and history of the landslides. Results of special studies on land- 
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slides were left. with the municipalidad and include recommendations for cor- 
rective measures and outline procedures to be followed during the next several 
years. 

An interpretation of the ground-water resources of the area was made from 
the general geologic map. Conclusions about the localization of ground water 
will have to be verified by later drilling if it is the wish of the community to 
explore and exploit this resource. 

A city zoning map was made to serve as a guide for foundation conditions, 
The map shows areas where: (1) Ground conditions are favorable for con- 
struction; (2) ground conditions are unfavorable for construction, but that can 
perhaps be made favorable; and (3) ground conditions are unfavorable and 
cannot economically be corrected or made usable. 

A plan was prepared to outline the nature and kind of ground conditions data 
that should be collected by the geological seetion of the city administration. 
This plan stresses: (1) The systematic collection of bearing strength data; (2) 
reeording of excavation data, altitude of contacts, location of fill areas, etc. ; 
(3) recording location of minor springs and seepage zones uncovered in excava- 
tions; and (4) with these additional facts that are collected over a period of 
10 years or more, a new geological map of the area can be prepared. 


OFFICE OF THE EXECUTIVE OFFICER 


In 1951 a small office was established within the mission to earry out the in- 
creasing responsibilities of administrative management. The. flice was origi- 
nally designated as the Office of the Director of Administrative Services. Within 
the past few years the responsibilities of the office have increased commen- 
surately with the increase in the program of the mission to Bolivia. To reflect 
these expanded responsibilities, the position was redesignated as USOM execu- 
tive officer. Today the office employs an executive officer, a disbursing officer, 
an administrative assistant, and is recruiting a personnel officer all of whom are 
Americans. In addition the office utilizes the services of 15 national employees. 

The office is organized into five components consisting of the immediate office 
of the executive officer, Mails, Files and Records Section, Payroll Section, Ac- 
counting Section, Personnel Section and Procurement and Transportation 
Section. 

The major functions of this office are to provide technical supervision over 
the business managers of the several servicios; to direct and carry budgetary, 
fiscal, and accounting controls in the technical assistance and economic aid 
programs; to carry out and to advise the Director of the Mission on personnel 
management activities: to direct and carry out procurement and management of 
property, equipment and supplies; to carry out the maintenance of files and 
records and to supervise mail and telegraph services. 

The management of these functions is facilitated considerably by the execu- 
tive officer meeting regularly with division business managers, a Committee on 
Personnel Management, a Forms Contrel Committee and a procurement and 
supply working group, and by promptly communicating policies and instructions 
emanating from ICA, Washington, and from the Director of the Mission. 

The meetings with business managers are held weekly and during such meet- 
ings policies and problems are resolved thus providing a coordinated approach 
to administrative management within the mission. The large number of 
Bolivian nationals employed by the mission provides continually problems of 
wage and salary administration and problems arising from other facets of 
personnel management. In order that the mission and the Bolivian nationals 
can mutually share in the development of personnel policy and in the solution 
of problems of supervisory relations, the Committee on Personnel Management 
established several years ago, meets as necessary, but not less than biweekly. 
The Committee consists of a representative of each of the servicios who partici- 
pate in discussions of problems and formulates recommendations which are 
referred to the Director of the Mission for decision. 

In order to maintain uniformity in the interpretation and application of poli- 
cies and procedures the USOM executive officer maintains a manual series 
through which are communicated to the units of the mission policies and pro- 
cedures of ICA and of the Mission Director. 

In accordance with the requirements of the International Cooperation Admin- 
istration in Washington, D. C., to coordinate and control administrative opera- 
tions in the field, the following reports are submitted to Washington: 
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(1) To the International Cooperation Administration at the end of each 
month: 

Director of Administrative Services’ activity report. 

Report No.1: Summary of allotment ledger transactions, program funds. 

Report No. 3: Summary of allotment ledger transactions, administrative funds, 

Report No. 4: Current year object class detail, administrative funds. 

Report No. 5: General ledger posting data and reconciliation with disbursing 
officer’s accounts. 

ICA-4-24: Monthly employment report reflecting number of United States 
technicians and local personnel as well as total of salaries paid in dollars to each 
group. 

(2) To the International Cooperation Administration at the end of each quar- 
ter: 

Report No. 12: Status of cash-cooperating country account under United 
States control of release. 

Report No. 13: Details of status of cash-cooperating country account under 
United States control of release. 

Form I[A-198: Status of program funds and reconciliation with available cash. 

Form IA-213: Monthly report of status installment payments required under 
terms of agreements. 

(3) To the Chief Disbursing Officer at the end of each month: 

Form No. RO-317: Reports of net expenditures and net receipts. 

Form No. 1219: Statement of accountability. 

Form No. 1220: Statement of transactions. 

Form No. 1148: Statement of depositary account and report of checks drawn. 

Form No. 1674: Schedule of Treasury deposits. 

Form 6/51: Reconciliation of bank statement. 

Form 5/51: Inventory of checks stock. 

Form 1678: List of checks “Void no Issue,” Treasury checks. 

Form 1678: List of checks “Void no Issue,” Banco Central de Bolivia. 

Form 1944: Schedule of collections. 

Form No. RO-958: Report of foreign currency collections under Treasury De- 
partment Circular No. 930. 

Form RAO-104: Monthly report of receipts, payments, and related cash 
transactions. 

PROGRESS REPORTING 


Progress reporting is done on a quarterly basis. All divisions of the USOM 
submit a division. quarterly report to the director of the Mission. These re- 
ports are written in accordance to an ICA/W format. When all division re- 
ports have been digested, a formal mission quarterly report is written by the 
USOM according to ICA/W specifications. These reports are mailed to Wash- 
ington on the tenth day following the close of the quarter. 





Exnieit B 
UNnirep NATIONS TECHNICAL ASSISTANCE TO BOLIVIA 


The present program in Bolivia is based upon the agreement signed »petween 
the United Nations and the Government of Bolivia in October 1951 and revised 
on May 2, 1953. This agreement was the result of the adoption by the Bolivian 
Government in the recommendations of the comprehensive mission which had 
made a preliminary survey of the economic and social conditions in Bolivia in 
1950, under the leadership of Dr. H. L. Keenleyside (Canadian), who was later 
to become Director General of the United Nations Technical Assistance Ad- 
ministration. 

The technical consultants and experts supplied by the United Nations to 
3olivia under such agreement have totalled, during 1952-54, 447 expert-months 
giving an average of 12.4 experts per month during that period. In 1955 about 
45 experts have been stationed in Bolivia—some of them on only a short-term 
contract, and a still more extensive program has been approved for 1956. These 
programs include fellowships to Bolivian citizens as well, of which nearly 100 
have been granted until now. Eventually, technical aid in the form of machinery 
and equipment is also provided under the terms of the agreement. This has 
included road transport equipment, field and laboratory equipment, precision 
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instruments, meteorological equipment, photographic material, well-drilling and 
agricultural implements and even livestock (brown Swiss cattle for cross-breed- 
ing and improvement of the stock of the different altitudes of Bolivia). 

A “resident representative,” who represents both the Technical Assistance 
Board and the Secretary-General of the United Nations, heads the mission in 
Bolivia which, through the years, has come to occupy an important place within 
the framework of the social and economic evolutions that this country is going 
through at present. This assertion was clearly made recently in New York by 
the Bolivian representatives before the present U. N. General Assembly. 

The resident representatives that have been in Bolivia since the beginning of 
the program are: Carter Goodrich from the United States, Sune Carlson from 
Sweden, Gustavo Martinez-Cabafias from Mexico, Alejandro Oropeza-Castillo 
from Venezuela. 

The fields that the United Nations Technical Assistance covers have become 
increasingly more comprehensive. They include public finances (with experts 
covering tax legislation, government accounting and auditing, customs admini- 
stration, capital budget, etc.) ; banking and monetary systems, mining develop- 
ment; public administration; public works and development of production 
(ineluding forestry, agricultural marketing, petroleum geology and production, 
mining geology, metallurgy, agricultural cooperatives, hydro-electric power. 
sugar mills, river navigation, industrial economics) ; road transport and rail- 
roads; labor and social welfare: public health and social security ; fundamental 
and primary education and teachers’ training. 

Such vast undertakings are carried out by experts of more than 20 nationali- 
ties sent to Bolivia by the United Nations Technical Assistance Administration 
and the specialized agencies: The United Nations Scientific, Cultural and Edu- 
cational Organization (UNESCO), the United Nations Food and Agriculture 
Organization (FAO), the World Health Organization (WHO), International 
Labor Office (ILO) and others. Like all the personnel sent by these agencies 
to the field, these persons are highly qualified experts in their respective fields 
and include former bank presidents, exministers and technicians with outstand- 
ing national and international records. 

The International Labor Office and the Bolivian Government administer 
jointly the so-called Andean Indian Mission, a regional project which includes 
programs in Ecuador, Peru, and Bolivia for the purpose of incorporating the 
millions of indigenous populations of these countries into the modern social 
and economic developments of the more advanced classes of their populations. 
In Bolivia, the Andean Indian Mission has a so-called rehabilitation center in 
Pillapi, near the Titicaca Lake, and a resettlement project in the tropical region 
of Santa Cruz; the latter is concerned with the scientific resettlement of high- 
land farmers and miners to more fertile lands at lower altitude. Teams com- 
posed of agronomists, social workers, doctors, educators, and engineers take 
part in these projects, also provided by the different United Nations agencies. 


ExuisiT C 
DEPARTMENT OF STATE, INTERNATIONAL EpUCATION EXCHANGE PROGRAM 
BOLIVIA 


Principal officers: Gerald A. Drew, American Ambassador; Charles Harner, 
publie affairs officer ; Hewson A. Ryan, cultural affairs officer. 


AUTHORITY AND SCOPE 


The Department’s educational exchange program with Bolivia has been in 
operation since 1948. It is authorized under Public Law 355, 76th Congress, and 
is presently financed from dollar funds appropriated under authority of Public 
Law 402, 80th Congress, the Smith-Mundt Act. During the past 5 years 44 
grants have been made to Bolivians to enable them to come to the United States 
for study, teacher education and observation and consultation in specialized 
fields. 

; From fiscal year 1955 funds, $63,632 has been obligated for grants to Bolivians 
including 9 leaders, 3 specialists, 1 lecturer, 1 teacher, and 5 students. Two 
xrants have been provided for students from the United States to go to Bolivia. 
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NEED 


There is need for an adequate educational exchange program with Bolivia. 
Due to the historic background of political unrest in this country the Com- 
munists have been making one of their determined onslaughts. Bolivia is 
valiantly trying to meet and solve her economic difficulties anr has shown a 
deep and sincere recognition of how much such United States assistance has 
meant to her. This the Foreign Affairs Under Secretary (Emilio Sarmiento 
Caruncho) has ably expressed in his speech of September 14. Senor Sarmiento 
himself studied in the United States on a Government scholarship. 





ExHIBIT D 
BOLIviIA 


THE COUNTRY IN BRIEF 


Government.—Bolivia is constitutionally a republic, with a President elected 
for 4 years, and a Congress composed of 27 senators and 110 deputies, elected 
for terms of 6 and 4 years respectively. However, the Parliament elected May 
6, 1951 was dissolved by supreme decree on June 7, 1951. A military junta which 
took over on May 16, 1951, was overthrown in April 1952, and Dr. Victor Paz 
Estenssoro became President. The National Revolutionary Movement (MNR) 
is the ruling party. Opposition parties: Socialist Falange (FSB), Social Demo- 
crat Party (PSD), Republican Socialist Union Party (PUSR), Liberal Party. 
The Communist Party (PCB) was outlawed April 8, 1950, and its present 
strength is estimated at less than 2,000. The Trotsykite (POR) has lost much 
of its former strength in labor affairs and is now in opposition to the Govern- 
ment. 

People.—Bolivia’s population was estimated at 3.2 million in 1954, with a low 
density of only 7 persons per square mile. Approximately 85 percent of the 
people are engaged in agriculture, 4 percent in mining, and 11 percent in other 
occupations. A relatively few large estates comprised a high proportion of the 
land under cultivation. Approximately 55 percent of the population is comprised 
of Indians who live in a relatively primitive rural economy in the highlands. 
The rest of the population economically depends largely on the production and 
marketing of tin and other minerals. Malnutrition, disease, and poor housing 
are widespread. Infant mortality is high—117 deaths per thousand live births 
in 1951. The literacy rate is 20 percent. An agrarian reform program was 
begun in 1953, but trouble arose when in isolated areas the population undertook 
their own distribution. 

National economy.—Bolivia is a leading minerals producing country. Im- 
portant minerals produced include tin, tungsten, antimony, lead, and zine. Rub- 
ber, quinine bark, almonds and hazelnuts, mahogany and other hardwoods, are 
found in the lowland tropical forests. Bolivia’s petroleum resources are be- 
lieved to be substantial. 

Exports of tin ores to the United States and United Kingdom provide as much 
as 70 percent of foreign-exchange receipts; other minerals, such as tungsten ore, 
account for all but 5 percent of remaining hard-currency earnings. For various 
reasons, Bolivia has always been a high-cost producer of minerals. The average 
production cost for tin is reported at about $1.10 to $1.25 per pound, compared 
with recent world market prices of less than $1 per pound. Substantial por- 
tions of her output include low-grade ores with impurities that make refining dif- 
ficult. To her natural economic disadvantages, the present Government has added 
the nationalization of over two-thirds of the mining industry. Nationalization of 
the mines has hindered retention and recruitment of foreign mining experts 
and made more efficient utilization of labor difficult politically. 
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Needs.—Since one of the country’s basic economic problems is its dependence 
on mineral exports, an obvious solution is diversification of the economy. This 
includes expansion of Bolivia’s petroleum resources. In the case of agricultural 
crop and livestock development, a principal economic barrier to expansion has 
been the lack of adequate and cheap transport links between the Bolivian high- 
lands, where most of the country’s population is concentrated, and the lowlands, 
where most of the agricultural commodities which Bolivia now imports, could be 
produced in abundance. Social and technological problems are also present, but 
it would appear possible to solve most of them. 


EXHIBIT B 
Bo.uivIa 
CURRENT ECONOMIC DEVELOPMENTS 


Severe economic and financial problems continue to confront Bolivia in 1955. 
The rapid rate of inflation and difficulties arising from exchange and price con- 
trols constitute a continuing threat to economic and political stability of the 
country. Prices for tin and other minerals upon which Bolivia is largely de- 
pendent for foreign exchange earnings have been relatively firm since the 1953 
price break in the international tin market, but the volume of tin exports declined 
in 1954 because of production and marketing difficulties. Mining company subsi- 
dies, which are considered necessary to encourage production of tin, have resulted 
in rapid growth in the money supply with corresponding increases in the cost 
of living. 

The Government of Bolivia is moving ahead with a program of diversification 
of the economy with notable success in development of petroleum resources. 
Gold and foreign exchange reserves of the Central Bank are being sacrificed in 
an effort to promote economic stabilization and development. Other sources of 
funds in addition to emergency United States aid, include substantial offers of 
credit by various European banking concerns. These credit lines have been used 
only to a relatively small extent thus far in 1955 because repayment would 
probably constitute a heavy burden on foreign-exchange resources before benefits 
of the program of diversification could become fully effective. 

The average price of tin in New York recovered from $0.86 per pound during 
January 1955 to $0.96 per pound in July 1955. 

The volume of tin exports from Bolivia during the first 5 months of 1955 
amounted to 10,800 metric tons. This represents an annual rate of 26,000 metric 
tons compared with 1954 exports of 29,000 metric tons. 

Gold and foreign exchange holdings of the Central Bank were reduced to 
$7 million at the end of May from $29 million in May 1953 when the boliviano 
was devalued. 

The cost-of-living index in La Paz continued to mount, rising from 1,270 
(1948=100) in January to 1,780 in June 1955. A retroactive rate increase aver- 
aging 43 percent for sales of electricity was approved in June. 

_ The free market rate of exchange deteriorated to 2,850 bolivianos per United 
States dollar in June compared with 1,890 bolivianos per United States dollar 
at the beginning of 1955. 

Bolivian gasoline was shipped to Paraguay for the first time in June. Bolivian 
petroleum products are also finding ready markets in Brazil, Chile, and Argentina. 

Iron-ore deposits in the Mutun area of the Department of Santa Cruz are 
being investigated by an American firm which will submit recommendations for 
commercial development to the Bolivian Government. 

The Bolivian Minister of Agriculture has announced a plan for expansion of 
coffee production designed to make Bolivia a net exporter of coffee within 5 
years. 

Immigration of 1,000 Japanese families to engage in agriculture in the Santa 
Cruz area is being considered by the Governments of Bolivia and Japan. 
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Expt G 
Bo.ivia 
DATA ON UNITED STATES OPERATIONS MISSION 


I. United States mission: 
A. Ambassador: Gerald A. Drew. 
B. Director, United States operations mission: Oscar M. Powell. 
C. Servicios: 
1. Servicio Cooperativo Interamericano de Salud Publica (public health). 
2. Servicio Cooperativo Interamericano de Educacion (education). 
8. Servicio Agricola Interamericano (agriculture). 
D. Organization under contract: 
: ae —__——— ata mean aes 
Contractor | Effective | Amount Type of work 


| 
International Development Services - - - ; | June 30, 54 | 
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Agricultural credit 


BH. Number of mission personnel : 


j 
| Technical as- 





m Administra- te 
Total ‘oa finde | sistance pro- 
| tive funds | gram funds 
-_— a . iam i ae aa 

‘ 

Total as of Mar. 31, 1955. ............--- Pats 5 a aetate , NE noc in Oe el cea er 
1. Government personnel—total_...............--------- a 92 27 | 65 
_ SS wae —| —_— 
(a) United Stated nationels........<....5<...6s0.c25<- 57 8 49 
(6) Foreign nationals_...........-.----- ey i 35 | 19 16 
9. Caminaes neonnal |... 2.222 -325-.025 Ei Seis ceed 0 | 0 0 





F. Date of technical assistance agreement: March 14, 1951. 

Il. FOA program objectives: 

The FOA program can be broken down into three categories: (1) regular 
technical assistance, (2) development assistance, and (3) a program to supply 
surplus agricultural commodities. The latter two programs are the result of the 
current economic crisis which has been caused primarily by Bolivian dependence 
on mineral export revenues (principally tin) to support its economy, and sharp 
declines in world tin prices. In view of Bolivian dependence on foreign ex- 
change for substantial percentages of vital commodities including over half of 
her minimum needs for foodstuffs, the most urgent objective of United States 
assistance this fiscal year is the rapid increase of domestic production of foods 
in short supply, and interim grants to avoid famine. 

The regular program may be described as follows: 

(a) Agriculture—Basic objective is expansion of domestic production of 
agricultural commodities, now imported; by (1) increase of land under cultiva- 
tion, particularly in eastern lowland; (2) livestock improvement; (3) improve- 
ment and expansion of the National Agricultural Extension Service; (4) con- 
tinued research at three regional experiment stations in Belem, Cochabamba 
and Saavedra; (5) soil and water conservation; and (6) plant disease and 
insect control. 

(ob) Health, welfare, and housing—(1) countrywide immunization cam- 
paigns; (2) operation of health centers; (3) environmental sanitation projects; 
(4) demonstration project in low-cost housing. 

(c) EducationDemonstration projects in elementary and vocational (in- 
dustrial and agriculture) of special benefit to Indian population and farmers 
in lowlands of Santa Cruz area. 
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III. Net activity (as of March 31, 1955) : 


{In thousands of dollars] 





























Fiscal years— 
Stacia ia a ~ sila 7 a 
ON histidine Sinbing sieht ldtati iia ieee 1952 | 1953 | 1954 1965 1956 
ee ee we yp ens 
| 

attach hint wine aibuikdea ts tein icin editing ag Ponies ~|----2-2---|---------- 11, 974 18, 508 
Allotments -_-.--.- in cuca hniatliehsehstihiahaleatsiacnigkkaciied 1, 552 1, 394 | 7,419 RE Bicnccnsnee 
I ea ee 1, 496 1,323 | 7,517 4 Vinca 
Memeo oo. = suc yecccnnass oe eee 615 1,263 | 5,063 Pe en cecak 
Technical cooperation: | 

PRED cgie win ceedccsennnitanansebiecamnnh a hemcee pagel meee ees ms ae 2, 214 2, 508 

WINER 0 83ers ee ee 1, 552 1, 394 50) | We L.---docae 

Obligations__--------- jini deuinilain ta deiiadamiaiia 1, 496 | 1, 323 3, 097 | RE dencscdeann 

Expenditures-- Ln kepada Sarasa imaleeen 615 | 1, 263 | 2, 924 | Ne detsok aetna 
Host country contributions: | 

Equivalent United States dollars.-_.-.......---- 1, 532 | 1, 838 | 1, 580 2,074 | 2, 655 

oO eee ee eee (4) () | 1, 082 | 1, 864 2, 355 
Development assistance: 

Program.-_..-.- Sc staat cmc teibss  c hae ae a eil co ica heats alae ins aus 9, 760 | 16, 000 

Allotments. -.--- LS Sam eOn RE ca Sebi psi en acnsmadon nts Kamae 5-cots Sleie tuscan 4, 420 TANTO labbnnaacee 

Obligations pie arate caemamaeeuea ieee bik cid awa nes akira 4, 420 DME Biedcddncns 

Expenditures-.---- eee nieecdnkkiswas deci iawdeune selene aaa | 2, 139 ee 

1 Not available. 
IV. Program fields of activity. 
{In thousands of a 





Bs Fiscal years 
\— ; 

| 

| 
































- 1956 pro- 
1954 1955 
aie posed to 
actual estimated Congress 
Technical cooperation: | 
Agriculture and natural resources-----......-....--.------ 2, 453 804 1, 024 
NUNN NEE in oo cin os as ont cncmmsentennmn nnn --| 261 | 343 | 450 
Education- ------- pphtrseotakaaeuenkbraseelerate 278 413 443 
Industry and mining ..._.........-.---...---.------ -sofeoe Z 84 11 
SONOS 5 ws dein css eae —dteai 6 Mite naehaicntend 3 292 192 
oes omni iin ptin tetas nw eaiemosibininaid Meee 31 | 173 253 
SN Bien act he en NiehGisinnauudwincuadicacdele 19 | 88 81 
General and community development- bie ansida setae oe s 9 16 
Pe Ris dncaisnchieencnwnnnceeawnn ee ae 7 8 38 
Nie ete een. peo, Ae ad 3, 060 | 2, 214 2, 508 
V. United States and IBRD capital: 
{In millions of dollars] 
Calendar years 
1950 1951 | 1952 | 1953 1954 | 1955 
' 
ATs ae el 7 oe ij | vou 
Export-Import Bank disbursements...........----..-- | 3 8 3 2 | ee 
ar II rg een cmncnings Jes Fe ee ee ee 
Book value of United States direct priv: ate investment Wt ll ll 11 | IB to tins eth casa 
| | 





1 Undisbursed Export-Import Bank balance, Dec. 31, 1954—$396,000. 


1 Adjustments in obligations subsequent to close of fiscal year are not distributed by 
field of activity. 


Kigabiblpet: sc dot 











UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


SATURDAY, OCTOBER 22, 1955 


Housr or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Lima, Peru. 

The subcommittee met at 8: 25 a. m. in the Ministry of Labor Build- 
ing, Lima, Peru, Representative Porter Hardy, Jr. (chairman of the 
subcommittee) presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Subcommittee staff members present: Maurice J. Mountain, coun- 
sel, and Walton Woods, staff investigator. 

Also present: John R. Neale, Director, United States Operations 
Mission; J. Ramon Solana, program officer and special assistant to 
the Director, United States Operations Mission; Freeman P. Smith, 
Chief of Party, Agricultural Servicio; George J. Greco, Chief of 
Party, Educational Servicio; and Robert S. Ray, Labor Services 
adviser. 


STATEMENT OF JOHN R. NEALE, DIRECTOR, UNITED STATES OPER- 
ATIONS MISSION; ACCOMPANIED BY J. RAMON SOLANA, PRO- 
GRAM OFFICER, AND SPECIAL ASSISTANT TO THE DIRECTOR, 
UNITED STATES OPERATIONS MISSION; FREEMAN P. SMITH, 
CHIEF OF PARTY, AGRICULTURAL SERVICIO; GEORGE J. GRECO, 
CHIEF OF PARTY, EDUCATIONAL SERVICIO; AND ROBERT S. RAY, 
LABOR SERVICES ADVISER 


Mr. Neate. Mr. Chairman, we would like to have you get what you 
want to get so I hope you will not hesitate at any time to stop anything 
we are saying, and say “we accept this as it is. What we want to know 
is such and such.” 

We do have here this morning the directors of our most important 
servicios and our servicios are our biggest operations. Dr. Vintinner. 
of the Health Servicio: Mr. Smith, of the Agriculture Servicio: Mr. 
Greco, of the Educational Servicio; and Mr. Ray, of the Labor Serv- 
icio. Now we have one other servicio—that in public works including 
the development of irrigation and land reclamation principally, farm- 
to-market roads and of industry. But that servicio is brandnew and 
the director has only arrived in the last couple of days, and he isn’t 
here this morning. However, I am acting director of that servicio 
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and have been in the process of organizing it for a considerable time, 
so I'll be glad to cover that particular phase of the activity. 

Deliber: ‘ately, we haven’t brought in those technicians who are here 
as singles, so to speak, who are here engaged as technical advisers for 
the Government on specific sorts of activities. We will endeavor to 
undertake that phase of it as thoroughly as you may want, without 
their actually being here. 

The Crarrman. Thank you. I think we will be able to do that 
without any problem. I think that maybe one of the best things to do 
here is to have you give us a thumbnail sketch of the different servicios, 
as to what their objec tives and accomplishments are. 

Mr. Neate. If you will allow me a few minutes to go back to the 
beginning of this thing and establish the order in which they have 
appeared } in Peru, and the reasons for their appearance, it may help to 

ear that question up a little. The technical cooperation program be- 
gan here following the Rio Conference in 1942. The Institute of Inter- 
American Affais was organized at that: time, primarily for the pur- 
pose of establishing 

(At this point Messrs. Meader, Brooks and Knox came into the 
meeting.) 

The Cuarrman. Mr. Neale, I know we can ’t do too much of a thumb- 
nail proposition on this, but a quickie. 

Mr. Nears. Very well. I'll not talk about the Institute of Inter- 
American Affairs because you all know about that. Out of it grew 
health programs and agricultural programs and, some years later, 
educational programs. 

The health program in Peru was requested almost immediately after 
the Institute began operating so it had its beginning—contracts were 
signed—back in 1942, Basic ally, at the time the Peruvi: un Government 
was interested in assistance in developing the health facilities in the 
jungle, in all of this big region over here [pointing to map|. We had 
un interest in it because there is where our rubber came from. The 
Peruvian Government consciously was interested in seeing investment 
made there beyond the Gov ernment’s own capacity to make investment, 
because it believed that it was a coming settlement area and that you 
had to have health before you could have anything else. As an out- 
growth of that program, these blue spots on here indicate [ pointing to 
map | currently the locations of fixed installations that first were devel- 
oped by our Health Servicio and, at the present time, this group in 
here is operated by the Peruvian Government entirely. The program 
was turned over a couple of years ago. This other group continues to 
operate under the management of the servicio. 

I might say about the health program, in my opinion it has gone a 
long way toward the accomplishment of the basic purpose, which was 
{0 make ‘that region, which formerly was known as nothing but jungle, 
an acceptable plac e for people to come and settle and live and prosper. 
The population in this area has more than doubled in the last 12 years 
and in large part, I think, because the health facilities have been devel- 
oped in the 1 region and people are no longer afraid of it. So they are 
moving out there 1 rapidly now. 

The ¢ agriculture program began because we had an airbase here at 
Talara, and we had soldiers there who had to have fresh vegetables and 
the food situation, which shipping disrupted during the war, became 

-o bad that although Peru gave every facility for the airbase she said 
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frankly she wouldn’t be able to help feed the soldiers, so we began the 
agriculture operation here in 1943 for the purpose of providing vege- 
tables and so forth for the 1,500 or 2,000 soldiers we had at Talara. 
The same thing was true over here in Iquitos and in all this river coun- 
try, where by 1943 we were suffering badly for food for rubber workers 
and for the people who serviced the rubber workers, so we developed 
a farm in a piece of jungle here which did a great deal in feeding the 
city of Iquitos. 

In May of 1943 that operation was converted into a countrywide 
agricultural development operation, a servicio operation that today in 
its continuing operation has fixed installations at all these spots where 
you see red dots. As a matter of fact, in sticking them on the map 
jast night I don’t know how many places I overlooked. What I wanted 
to illustrate is the fact that it is countrywide. 

The Cuatrman. Each represents a fixed agriculture installation ? 

Mr. Neate. That’s right, an agriculture extension office, machinery 
pool, demonstration farm; but all those are operations of the serv- 
icio. It has a Peruvian staff. 

The Cuarrman. Peruvian staff? 

Those extension people, particularly, are they paid out of Peruvian 
funds or servicio funds? 

Mr. Neate. Servicio funds. And in the Agriculture Servicio that 
means approximately $1 to 4144 Peruvian dollars in that servicio fund. 

The CHatrMan. Well now that operation began, I believe you say 
in 1943? 

Mr. Neate. Yes, sir. 

The Cuatrman. It began with first one and then another instal- 
lation and spread into a nationwide extension service; is that what 
it amounts to? 

Mr. NEALE. Yes. 

The CuHamrmMan. What supervisory personnel have you that com- 
pare to our district agriculture agents back home ? 

Mr. Neate. That is today a completely organized extension service 
with central offices in this building, a Peruvian director, a staff of 
specialists, district supervisors divided into areas supervising the 
various and sundry areas and so on. In total organization, I suppose 
it compares more or less identically with a State extension service 
organization in the United States. 

The CuarrMan. Well now your supervisory people, are they paid 
out of servicio funds or are they direct United States Government 
employees ? 

Mr. Neate. From the Peruvian Government employees ? 

The CHatrMan. Both ways. You have a considerable staff of 
technicians ? 

Mr. Neate. Of United States technicians. 

The CHarrman. Some are United States, and you also have Peru- 
Vians, 

Mr. Neate. That’s right. In the extension service there are about 
120, or 125 Peruvian technicians. In that we have today, roughly, 
about a dozen United States technicians, part of whose duties are 
functioning as technical specialists on technical problems in connec- 
tion with extension activities. The Peruvian staff are all appointed 
as employees of the civil service of the Peruvian Government. 
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The CuHarrmMan. The thing I was trying to understand was the 
extent to which your total personnel involved in the agricultural 
work—we were talking about the extension at that time—were em- 
ployees of the servicios paid out of the joint servicios’ fund, and the 
other group of direct United States Government employees. I was 
trying to get a distinction. 

Mr. Neate. Well, it’s like this. We have in the total agricultural 
program today, on the overall United States—— 

Mr. Smurrx. On the overall phases of agriculture, we’ve got 28 
United States technicians at the present time. That is out of a total 
approved staffing pattern of 32, with 4 vacancies. Al] of those people 
are paid out of direct United States money as far as the United States 
technicians are concerned. Then in the overall program of agricul- 
ture, out of direct United States money, we have 37 locals paid out of 
United States money, that includes secretaries. 

The Cuarmman. Administrative people, primarily ? 

Mr. Smitn. Yes. On the extension service, particularly, all of the 
Peruvians are paid from the joint servicio funds and the United States 

technicians, as Mr. Neale says, approximately half of them work 
directly with the extension service, are paid out of the United States 
funds. 

The Crarrman,. I think we have in this book figures on the total cost, 
United States contribution to the servicio fund. I don’t know 
whether we have a breakdown of administrative costs, personnel costs, 
in addition to the servicio funds or not. 

Mr. Neate. We can give you that figure. 

(The information submitted follows :) 


THE TECHNICAL COOPERATION PROGRAM OF THE USOM To PERU OF THE INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


During the 5-year period July 1, 1950, through June 30, 1955, the point 4 pro- 
gram in Peru has expanded significantly in scope. Financial contributions on the 
part of the Governments of the Republie of Peru and of the United States have 
increased accordingly. Expenditures by the United States during this period 
have increased gradually each fiscal year from less than $1,500,000 during fiscal 
year 1950-51 to almost $2,500,000 in fiscal year 1954-55. Aggregate expenditures 
totaled nearly $10 million during these 5 years, as shown in the attached table. 
Peruvian Government expenditures have exceeded $20 million during this period. 
Within these totals, contributions made by the United States Government to the 
joint funds of the cooperative servicio programs during the 5-year period, 
amounted to $3,675,000, while contributions of the Peruvian Government have 
been 3 times greater. 

The program, which in 1950-51 was limited almost exclusively to the major 
fields of agriculture, (SCIPA), education (SECPANE), and public health 
(SCISP), has today expanded into other fields that include (in addition to more 
diversified activities in the three principal fields) advisory services in water and 
land transportation; census; mining; industry; university training in textile 
engineering, sanitary engneering and chemical analysis ; records naagement ; the 
cooperative Employment Servicio (SCEP), and the cooperative Irrigation, Roads, 
and Small Industries Servicio (SCIF). 

A total of 317 Peruvian technicians have traveled to the United States and to 
various other Western Hemisphere countries during the last 5 years, to receive 
advanced training in numerous technical fields. This figure includes 80 profes- 
sionals and technicians in the field of agriculture; 89 in the field of public health; 
41 in the field of education; 15 in geology and mining; 16 in several aspects of 
civil engineering; 22 in public administration ; 9 in the field of labor; 7 in civil 
aeronautes; and 23 in special technical servic es such as cartography, geodesy, 
ete, 

Agreements were negotiated during the fiscal year just terminated (1955) pro- 
viding for the establishment of the Irrigation, Roads, and Small Industries 
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Servicio within the Ministry of Fomento ; the Employment Service Servicio within 
the Ministry of Labor ; and a university contract witn the faculty of chemistry of 
San Marcos University to provide for technical assistance in the development of a 
course of chemical analysis through modern instrumentation. 

Total obligations during the 1955 fiscal year amounted to $2,416,267. <A staff of 
57 United States technicians and over 2,700 national employees and technicians 
worked in close cooperation in carrying out the objectives of the technical 
cooperation program in Peru in fiscal year 1955. 

The principal problem encountered during fiscal year 1955 resulted from the 
late date at which program approval (December 31, 1954) was received, thereby 
delaying program planning implementation. The failure to receive program 
approval until so late in the fiscal year, and the reservation of funds which were 
not released until April and May, affected all phases of program development and 
delayed implementation of several new programs. 

During fiscal year 1955, the implementation of four new programs (agreed 
upon in 1954) was begun, namely the contract between SCIPA (the cooperative 
agricultural development servicio) and the University of North Carolina to 
operate the agricultural research program; the North Carolina textile engineer- 
ing instruction and sanitary engineering instruction programs with the National 
University of Engineers; and the minerals program with the Banco Minero. 

During fiscal year 1956, it is proposed to continue the currently operating 
programs and to initiate several new programs, depending upon the availability 
of funds. One such new program is the proposed establishment of a fishery 
biology research laboratory to train local technicians in fresh and salt water 
fishery biology techniques. 

There follows a table showing United States funds obligated during fiscal year 
1955 and the proposed budget for fiscal year 1956 by activity : 


] 


| obligations, budget, 
fiscal year fiscal year 
1955 | 1956 


Actual Proposed 
Activity | 


Agriculture (Servicio) —-SCIPA- tate a $824, 26: $921, 800 
Irrigation, Roads and Sinall Industries (Servic in)—SCIF 225, 525 | 380, 600 
U.S. Geological Survey - - - axivake » 24 98, 300 
Minerals... .....-.--- . , 178 49, 400 
Shipping_ ---- ce ‘ 28, 037 60, 800 
Laber E mployment (Servicio)—SC EP 3, 75S 85, 100 
Textile engineering instruction 

Sanitary engineering instruction 

Chemistry and instrumentation contract : 115, 800 

Health and Sanitation (Servicin)—SCISP 457, 010 551, 500 
Education (Servicin)—SEC PANE 381, 444 403, 400 
Public administration (training) --- 6, 982 | 34, 000 
Census i 10, 000 21, 000 
Records management... 6, 368 22, 400 
Technical support aa 32, 175 59, 400 
Miscellaneous (training) --_—- 4 : 8, 128 17, 000 


FR ee pees 2, 416, 267 2, 704, 700 





1950-51 1951-52 1952-53 7 1953-54 1954-55 


Program contributions to servicio _— | | 

funds_-___- ie hn ! $805, 000 | $665,000 | $720,000 | $605,000 | $880,000 $3, 675, 000 
Training program... 103, 738 | 238, 476 157, 025 157, 310 280, 869 937, 418 
College and other United Sts ates institu- 

tional contracts _ he es ‘ 10, 000 895, 000 293, O77 | 1, 198, 077 
Salaries, allowances and travel of United 

States technicians and administrative 

backstopping within the country- - ---- 585,083 | 828, 631 804, 000 752,487 | 964,131 | 3, 934, 332 


a Sabs woth ubcunbwaowad dak 1, 493, 821 1, 732, 107 |1, 691,025 2,409,797 |2,418,077 | 9, 744, 827 


Mr. Sotana. Through the 1953 fiscal year the administrative ex- 
penses of theU S( )M office are included in these figures, but since 1955 
the administrative expenses have been broken down and are paid out of 


73434—56——33 
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a separate appropriation given to FOA and now to ICA for admin- 
istrative expenses. I believe our administrative budget now for the 
operation of the U SOM office is around $121,000 this year. 

The Cuairman. That’s in addition to the servicio fund ? 

Mr. Neate. To the program cost. Now in agriculture, Mr. Chair- 
man, the total expenditures in the entire field of agriculture from the 
United States in 1955 were $824,265. Of that amount, $310,000 went 
as direct grant contribution to the Agricultural Servicio SCIPA. 
That was divided, $200,000 of it went into the projects other than agri- 
cultural research. The agricultural research program received $110,- 
000. Now the agricultural research program today is handled un- 
der contract with the University of North Carolina. A new contract 
was set up last year, so that the—as I say this breakdown of the way 
the United States money was spent in agriculture last year, $310,000 
went as a direct grant to the servicio. The balance of it was spread 
clear across a very broad field, which included agricultural research 
and special advisors to the Minister of Agriculture in certain sort of 
things and so on, and so forth. 

Mr. Mountarn. Mr. Neale, is this servicio operating under an 
agreement entitled “For a Cooperative Program of Agriculture Be- 
tween the Republic of Peru and the Institute of Inter-American Af- 
fairs” ? 

Mr. Neate. Yes, sir. 

Mr. Mountarn. Then I believe this agreement was to expire on 
Jeune 30 of this year ? 

Mr. Neate. The agreement expires, as presently in force, June 
50, 1960. 

Mr. Smiru. This agreement was extended and amended. 

Mr. Neate. Yes, this was extended. 

Mr. Mounrtarn. I'd like permission to introduce a copy of this in the 
record at this point. 

The CuarrMan. Yes, but I think we ought to have the amendments 
so we can have it current. 

Mr. Neate. We can provide you with copies of the latest amend- 
ments and so on. 

The CuarrmMan. Thank you, sir. 

(The documents referred to follow :) 


AGREEMENT FOR A COOPERATIVE PROGRAM OF AGRICULTURE BETWEEN THE REPUBLIC 
oF Peru AND THE INSTITUTE OF INTER-AMERICAN AFFAIRS, A CORPORATE AGENCY 
OF THE GOVERNMENT OF THE UNITED STATES OF AMERICA 


The Republic of Peru (hereinafter referred to as the “Republic’), acting 
through its Ministry of Agriculture (hereinafter referred to as the “Ministry” ) 
represented by Sr. Don Luis Dibos Dammert, the Minister of Agriculture (herin- 
after referred to as the ‘‘Minister’’), and the Institute of Inter-American Affairs, 
a corporate agency of the Government of the United States of America (herein- 
after referred to as the “Institute’), represented by John R. Neale, its Chief of 
Field Party, Food Supply Division (hereinafter referred to as the “Chief of 
Field Party’) have agreed, pursuant to the request of the Republic and in 
accordance with the subsequent exchange of notes dated September 15, 1950, 
and September 21, 1950, between the American Ambassador and the Peruvian 
Minister for Foreign Affairs, upon the following technical details for extending 
and modifying the agreement between the Republic and the Institute entered 
into in 1943, as subsequently amended and extended, providing for a cooperative 
program of agriculture in Peru. 
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CLAUSE I 


The objectives of this cooperative program of agriculture are: 

(a) To promote and strengthen friendship and understanding between the 
Peoples of the Republic of Peru and the United States of America and to further 
their general welfare; 

(b) To facilitate the development of agriculture in Peru through cooperative 
action on the part of the parties to this agreement; and 

(c) To stimulate and increase the interchange between the two countries, of 
knowledge, skills and techniques in the field of agriculture. 


CLAUSE Il 


It is agreed that this cooperative program of agriculture may include: 

(a) The furnishing by the Institute of a field party of specialists (hereinafter 
referred to as the “field party”) to collaborate in carrying out the cooperative 
program of agriculture. 

(bv) The development and carrying out of activities of the following types: 

1. Studies and surveys of the needs of Peru in the field of agriculture, 
and the resources which are available to meet these needs, and the formula- 
tion, administration and continuous adaptation of a program adequate to 
enable it to meet such needs, 

2. The initiation and administration of projects that will effectuate the 
program, including activities in the fields of increasing food supply, intro- 
duction of better plant and animal varieties, soil and water conservation, 
agricultural extension work, introduction of better tools and methods of 
cultivation, improved nutrition and basic agricultural statistics ; 

3. Training activities in the field of agriculture; 

4. The purchases of equipment, supplies and materials needed in carrying 
out the agricultural program in Peru provided for in this agreement. 

(c) The use of any other methods and means which may be considered appro- 
priate for the effectuation of this cooperative program of agriculture. 


CLAUSE III 


The field party shall be of such size and composition as the Institute shall 


deem advisable, and shall be under the direction of the chief of field party who 
shall be the representative in Peru of the Institute, in connection with the pro- 
gram covered by this agreement. 


CLAUSE IV 


(a) The special technical service known as the “Servicio Cooperativo Inter- 
Americano de Produccion de Alimentos” (hereinafter referred to as the “SCIPA”) 
shall continue to act within the Ministry as the “administrative agency” for 
carrying out the cooperative program of agriculture. The chief of field party 
shall continue to be the Director of the SCIPA (hereinafter called the 
Director”). 

(b) The Republic may, upon the termination of this agreement or at any time 
prior thereto, take such action as it shall consider necessary to convert the 
SCIPA into a permanent agency of the Ministry; provided, however, that such 
action shall in no way modify this agreement except as to the provisions of this 
clause IV. 

CLAUSE V 


(a) The cooperative program of agriculture shall continue to consist of indi- 
vidual projects. Each project shall be embodied in a written project agreement 
which shall be agreed upon and signed by the Minister and the chief of field 
party, shall define the kind of work to be done, shall make the allocation of funds 
therefor and may contain such other matters as the parties shall desire to 
include. Upon substantial completion of any project, a completion agreement 
shall be drawn up and signed by the Minister and the chief of field party which 
shall provide a record of the work done, the financial contribution made, the 
problems encountered and solved and related basic data. 

(b) The selection of Peruvian specialists, technicians and others in the field 
of agriculture to be sent at the expense of SCIPA to the United States of America 
or elsewhere in the Americas, pursuant to this program, as well as the training 
activities in which they shall participate, shall be determined by agreement 
between the Minister and the chief of field party. 
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(c) The general policies and administrative procedures that are to govern 
the cooperative program of agriculture, the carrying out of projects, and the 
operations of SCIPA, such as the disbursement of and accounting for funds, the 
incurrence of obligations of the SCIPA, the purchase, use, inventory, control and 
disposition of property, the appointment and discharge of officers and other per- 
sonnel of the SCIPA and the terms and conditions of their employment, and 
all other administrative matters, shall be determined by the Director of the 
SCIPA, with the concurrence of the Minister. The SCIPA and its personnel 
shall enjoy the same rights and privileges which are enjoyed by other divisions 
of the Ministry and by their personnel. 

(d) All contracts and other instruments and documents of the SCIPA relating 
to the execution of projects previously agreed upon between the Minister and 
the chief of field party, shall be executed in the name of the SCIPA and signed 
by the Director. The books and records of the SCIPA relating to the cooperative 
program of agriculture shall be open at all times for inspection and audit by 
authorized representatives of the Republic and the Institute. The SCIPA shall 
render an annual report of its activities to the Republic and to the Institute 
to be signed by the Director, and other reports at such intervals as may be agreed 
upon by the parties hereto. 

(ce) In the interest of facilitating this cooperative program of agriculture, 
meetings shall be held whenever deemed necessary by the Minister and the chief 
of field party, between the Director and any employee of SCIPA designated by 
him, and such Directors within the Ministry of Agriculture as may be designated 
by the Minister. 

CLAUSE VI 


It is contemplated that the projects to be undertaken, in accordance with this 
agreement, will include assistance to, and cooperation with, national, depart- 
mental, and local governmental agencies in Peru, as well as with organizations 
of a public or private character. By agreement between the Minister and the 
chief of field party, contributions of funds, property, services, or facilities by 
either or both parties, or by third parties, may be accepted for use in effectuating 
the cooperative program of agriculture, in addition to the funds, property, serv- 
ices, and facilities required to be contributed under this agreement. 


CLAUSE VII 


In addition to the funds required to be contributed by them under any agree- 
ments heretofore executed by the Republic and the Institute (or its predecessor ) 
for the cooperative program of agriculture, the parties hereto shall contribute 
and make available, to the extent provided below, funds for use in continuing the 
program during the period covered by this agreement and in accordance with the 
following schedules: 

(a) The Institute shall make available, during the period from June 30, 1950, 
through December 31, 1951, the funds necessary to pay the salaries and other 
expenses of the members of the field party, as well as such other expenses of an 
administrative nature as the Institute may incur in connection with this program. 
These funds shall be administered by the Institute and shall not be deposited to 
the credit of the SCIPA. 

(b) In addition, for the period from June 30, 1950, through December 31, 1951, 
the Institute shall deposit to the credit of the SCIPA the sum of $225,000 in 
currency of the United States of America, as follows: 


On or before July 15, 1950 Be 
A sum of $12,500 on or before the Ist day of eac h- sue 1eceeding month, 
including Dec. 1, 1951, which monthly payments will aggregate 


Total__ 4 é f : _. 225. 000 


(c) The Republic, for the period from June 30, 1950, toed’ December 31, 
1951, shall deposit to the credit of the SCIPA bee sum of S/7,086,600, as follows: 


On or before July 15, 1950 sa ._._..-. §$/393, 700 
A sum of 8/398,700 on or before the 1st day of each ‘succeeding month, 
including Dec. 1, 1951, which monthly payments will aggregate____ 6, 6 92 300 


UNS ai scene ; s tein ___. 7, 086, 600 


(ad) Any of the funds deposited by the Institute to the credit of the SCIPA 
shall be exchanged at the highest rate which, at the time the exchange is made, 
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is available to the Government of the United States for its diplomatic and 
other official expenditures in Peru. 

(e) Each deposit required by this clause to be made by the parties shall 
be available for withdrawal or expenditure only after the corresponding deposit 
due from the other party hereto during the same monthly period has been made. 
Funds deposited by either party and not matched by the required deposit of the 
other party shall be returned to the contributor prior to the distribution provided 
for in clause XIII. 

(f) The parties hereto, by written agreement of the Minister and the chief 
of field party, may amend the schedules, for making the deposits required by 
this clause VII. 

(g) The parties may later agree in writing upon the amount of the funds 
that each will contribute and make available for use in carrying out the program 
during the period from January 1, 1952, through June 30, 1955. 


CLAUSE VIII 


Subject to the provisions of section (e) of clause VII hereof, the balances of 
all funds deposited to the credit of the SCIPA, pursuant to previous agree- 
inents between the Republic and the Institute (or its predecessor), as well as 
funds deposited to the account of the SCIPA, pursuant to clause VII of this 
agreement, shall continue to be available for the cooperative program of agri- 
culture during the existence of this agreement, without regard to annual periods 
or fiseal years of either of the parties. All materials, equipment, and supplies 
acquired for the SCIPA, shall become the property of the SCIPA and shall be 
used in the furtherance of this agreement. 


CLAUSE Ix 


The Republic, in addition to the cash contribution probided for in section (c) 
of clause VII hereof, may, at its own expense and pursuant to agreement between 
the Minister and the chief of field party— 

(a) Appoint specialists and other necessary personnel to collaborate with 
the field party ; 

(b) Make available such office space, office equipment and furnishings 
and such other facilities, materials, equipment, supplies and services as it can 
conveniently provide for the said program ; 

(c) Make available the general assistance of the other governmental 
agencies of the Republic for carrying out the cooperative program of agricul- 
ture. 

CLAUSE X 


Interest received on funds of the SCIPA and income from program operations 
and from the sale of property of the SCIPA and any other increment of assets 
of the SCIPA, of whatever nature or source, shall be devoted to the carrying 
out of the program and shall not be credited against the contribution of the 
Republic or of the Institute. 

CLAUSE XI 


The Minister and the chief of field party may agree to withhold in the United 
States of America, from the deposits to be made by the Institute to the credit of 
the SCIPA, the amount deemed to be necessary from the program, for payments 
to be made outside of Peru in United States dollars. Such amounts so withheld 
and expended shall be considered as if deposited under the terms of this agree- 
ment. Any funds so withheld by the Institute, not expended or obligated, shall 
be deposited to the credit of the SCIPA at any time, upon agreement between 
the Minister and the chief of field party. 


CLAUSE XII 


Any of the funds or material introduced into Peru by the Institute for the 
purpose of the cooperative program of agriculture shall be exempt from taxes, 
service charges, investment or deposit requirements, and other currency controls. 


CLAUSE XIII 


Subject to the provisions of section (¢) of clause VII hereof, any funds of the 
SCIPA which remain unexpended and unobligated on the termination of the 
cooperative program of agriculture, shall, unless otherwise agreed upon in 
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writing by the parties hereto at that time, be returned to the parties hereto in 
the proportion of the respective contributions made by ‘the Republic and the 
Institute (or its predecessor) under the basic agreement, as amended and ex- 
tended, and in prior basic agreements, as amended and extended. 


CLAUSE XIV 


(a) All rights and privileges which are enjoyed by other governmental divi- 
sions or agencies of the Republic or by their personnel, shall accrue to the 
SCIPA and to all its personnel, to the same extent to which they are available 
to such other governmental divisions or agencies or their personnel. Such rights 
and privileges shall include, but shall not be limited to, free postal, telegraph 
and telephone service, passes on railroads administered by the Republic, the 
right to rebates or preferential tariffs allowed by domestic companies of mari- 
time or river navigation, air travel, telergaph, telephone, or other services, as well 
as exemption from exercises, imposts, stamp taxes, consular charges, property 
taxes, and any or all other taxes. 

(b) The rights and privileges referred to in section (a) of this clause XIV 
shall also accrue to the Institute, with respect to those of its operations which 
are related to, and its property which is to be used for, the cooperative program 
of agriculture. If necessary, in order to effectuate these rights and privileges, 
the Minister may appoint to positions within SCIPA, employees of the Institute, 
provided that, for the purposes of section (@) of clause VII hereof, they shall 
also be considered as employees of the Institute. 

(c) All employees of the Institute engaged in carrying out the cooperative 
program of agriculture in Peru, who are not citizens of Peru, shall be exempt 
from all Peruvian income taxes and social-security taxes with respect to income 
on which they are obligated to pay income or social-security taxes to the govern- 
ment of the country of which they are citizens, and from property taxes on 
personal property intended for their own use. Such employees shall also be 
exempt from the payment of customs and import duties on personal effects, 
equipment and supplies imported into Peru for their own use or the use of 
members of their families. It is understood that for the purposes of this agree- 
ment, employees of the Institute shall be considered as first secretaries in the 
diplomatic service of the United States of America, insofar as exemptions from 
the payment of customs and import duties are concerned. 


CLAUSE XV 


The parties heieto declare their recognition that the Institute, being a 
corporate instrumentality of the United States of America, wholly owned, di- 
rected, and controlled by the Government of the United States of America, is 
entitled to share fully in all the privileges and immunities, including immunity 
from suit in the court of Peru, which are enjoyed by the Government of the 
United States of America. 

CLAUSE XVI 


The Republic and the Institute recognize that it is in their mutual interest 
that fully publicity be given to the objectives and progress of the cooperative 
program of agriculture, and of the actions taken in furtherance of that program, 
in order to strengthen the sense of common effort which is essential to the achieve- 
ment of the objectives of the program. The Minister and the chief of field 
party will continue to encourage the dissemination of such information and will 
continue to make it available to the mediums of public information. 


CLAUSE XVII 


Any right, privilege, power, or duty conferred by this agreement upon either 
the Minister or the chief of field party may be delegated by either of them to 
any of his assistants, provided that each such delegate be satisfactory to the 
other party to this agreement. Whether or not such delegates are named, the 
Minister and the chief of field party shall retain the right to refer any matter 
directly to one another for discussion and decision. 


CLAUSE XVIII 


The Minister will take the necessary steps to obtain such legislation and 
executive action as may be required to carry out the terms of this agreement. 
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CLAUSE XIX 


This agreement may be referred to as the “basic agreement” and shall super- 
sede any and all previous basic agreements and amendments and extensions of 
basic agreements between the Republic and the Institute (or its predecessor) 
respecting the cooperative program of agriculture. This agreement shall become 
effective as of the Ist day of July 1950, and shall remain in force through 
June 30, 1955; provided. however, that the obligations of the parties under this 
agreement for the period from January 1, 1952 through June 30, 19955, shall be 
subject to the availability of appropriations to both parties for the purposes of 
the program and to the further agreement of the parties pursuant to clause 
VII (g) hereof. 

In witness whereof, the parties hereto have caused this agreement to be 
executed by their duly authorized representatives, in quintuplicate, in the Eng- 
lish and Spanish languages, in Lima, Peru, this 22d day of September 1950. 

THE INSTITUTE OF INTER-AMERICAN AFFAIRS, 
By /S/ J. R. NEAL. 

THE REPUBLIC OF PERU, 
By /S/ Luts Drsos DAMERT. 


SUPPLEMENTAL AGREEMENT, COOPERATIVE AGRICULTURAL PROGRAM IN PERU 
CLAUSE I 


Pursuant to the exchange of notes between the Government of the United 
States and the Government of Peru, signed at Lima on February 23, 1955, and 
March 9, 1955, respectively, the agreement for a cooperative agric ulture program 
between the Institute of Inter-American Affairs, a corporate agency of the 
Government of the United States, and the Ministry of Agriculture of the Govern- 
ment of Peru, signed September 22, 1950, as subsequently modified and extended, 
is hereby extended through June '30, 1960. The undertakings specified in the 
above-mentioned agreement are extended through June 30, 1960, subject to the 
understanding that the obligations of the parties thereunder after June 30, 1955, 
shall be subject to the availability of funds. The above-mentioned agreement 
may be terminated at any time by either party giving the other 30 days’ written 


notice of intention to terminate. 
CLAUSE II 


The financial commitments set forth below are made for the purpose of imple- 
menting the cooperative agriculture program in Peru being carried on pursuant 
to the agreement referred to in clause I above. 

(a) The Institute of Inter-American Affairs of the United States Foreign 
Operations Administration will deposit to the credit of the Servicio Cooperativo 
Inter-Americano de Produccién de Alimentos for the period January 1, 1955, 
through December 31, 1955, the sum of $310,000 in currency of the United States, 
as follows: 


On or before Jan. 15, 1955 $25, 833. 34 


And during the period Feb. 1, through Dee. Si, is D5 5, on the 15th day of 


each month, the sum of $25,833.33 _. 284, 166. 66 


310. 000. VO 


(b) The Ministry of Agriculture of the Government of Peru will deposit to 
the credit of the Servicio Cooperativo Inter-Americano de Produccién de Alimen- 
tos for the period January 1, through December 31, 1955, the sum of S/9,639,- 
895.92 in currency of Peru, as follows: 


On or before Jan. 15, 1955 S/803, 324. 66 


And during the period Feb. 1, through Dee. 31, 195 >, On the 15th day 
of each month, the sum of 8/803,324.64 8, 836, S71. 26 


Total 9, 639, 895. 92 

(c) The contributions provided for herein shall be in addition to the contribu- 

tions to the Servicio Cooperativo Inter-Americano de Produccién de Alimentos 
which the parties have agreed to make in prior agreements. 





502 TECHNICAL ASSISTANCE IN LATIN AMERICA 


CLAUSE III 


This agreement shall enter into force on the date on which it is signed. 
Done in duplicate, in the English and Spanish languages, at Lima, this 10th 
day of March 1955. 
For the Institute of Inter-American Affairs of the United States Foreign Oper- 
ations Administration : 
J. R. NEALE, 
Chief of Field Party. 
For the Ministry of Agriculture of the Government of Peru: 
J. M. — _ 


Minister of Agriculture. 


Mr. Smiru. As far as the basic agreement goes, there were no 
changes. 

Mr. Neate. It was simply an extension to terminate with the expira- 
tion of the Institute itself in 1960, but the last contract, as with all 
these others, provides that it depends year from year upon the amount 
of money that the United States may have or Peru may have for 
continuing the program. 

Mr. Mounrarn. Can you submit with that, Mr. Neale, a schedule of 
the annual contributions of each party, the United States and Peru? 

Mr. Neate. Sure. How far back? 

Mr. Mounratn. This agreement begins in 1950, I believe. 

Mr. Smiru. You see, all of this was a year- by- -year continuation of 
an agreement that had its beginning in May 1943, and, of course, it was 
strictly « accounted for even before the TCA came along i in 1950. We'll 
be glad to give you an analysis. It’s much easier to give you the figures 
from 1950 than it is to go back to 1943. 

The Cuarrman. That will be fine. I noticed in the information that 
was given to us, we do have some approximate totals for the entire 
per iod but I’m sure you must, have a tabulation already fixed up, an- 
alyzing these contr ibutions both from the United States and the 
Peruvian Government. 

Mr. Smiru. Yes. 

(The information requested follows :) 


Contributions by agreement and over agreements by Peru and United States of 
America to SCIPA joint fund from July 1, 1949, through Dec. 31, 1955 


[United States dollars] 


Peru United States 


Q 

By period i | ie By Over 
‘ment agreement ! Total agree- | agree- Total 
. ment ment 


-\¢ 
csiteniatiatiimeatinalimanes \ceatisctigliateeniaad, ta anmiaeoudiid 
| 





| 
July 1, 1949, to June 30,1950._| 626,283.17 | 471, 263.35 | 1,097, 546.52 | 150,000 |_.....__- 150, 000 
July 1, 1950, to Dec. 31, 1951 472, 440. 00 224, 322. 99 696, 762.99 | 225,000 |_.........] 225,000 
July 1951 (point IV) 300, 000.00 | _- _..| 300,000.00 | 286, 000 286, 000 
Jan. 1, 1952, to Dec. 31, 1952 400, 000. 00 41,204.34 | 441, 204.34 200, 000 ‘ 200, 000 
Jan. 1, 1953, to Dec. 31, 1953 400, 000. 00 36,991.88 | 436,991.88 | 200,000 |_......_- 200, 000 
Jan. 1, 1954, to Dee. 31, 1954 400,000.06 | 173,667.29 | 573,667.29 | 200,000 |...-..-.--| 200,000 
Jan. 1, 1955, to Dee. 31, 1955 642, 659. 77 80, 192. 49 | 722, 852.26 | 310, 000 ipcescust | eeeee 


Sub-total cs 3, 241, 382.94 | 1,027, 642. 34 4, 269, 025, 28 , 571, 000 + | 1, “571, 000 
May 25, 1952, to Dee. 31, 1954 2 686, 845. 68 605, 547.10 | 1, 292’ 392. 738 330, 000 and 330, 000 





Total. _- ansidiiaamamea 3 , 928, 228. 62 i 633, 189. 44 | 5, 561, 418. 06 | 1, 901, 000 1, 901, 000 


1 Does not include funds of mensihiniats pool operations which are administered and expended by SCIPA, 
or contributions in kind by Government or third parties, which amounted to the equivalent of about 
$2 million in 1955 and is estimated at $1,750,000 in 1956. 3 

2 PCEA (agricultural research program) contributions transferred to SCIPA as of June 1, 1955. 
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The Cuarrman. That, I take it, would include administrative funds 
through fiseal 1953; is that correct ? 

Mr. Smiru. Not the separate servicio fund figures; no. That’s in- 
cluded in these total overall figures showing our annual obligations 
through 1953. 

Mr. Mountain. So we have no way of identifying the amount of 
the administrative support that went to the servicio / 

Mr. SmitH. No; it was within the USOM. 

Mr. Neate. The truth is that we can provide the figures just as 
accurately as we can since they have changed the system. 

The Cuairman. If I understood correc tly a while ago, previously 
your total funds included both your grant funds and your adminis- 
trative funds. 

Mr. Neate. And our administrative funds, Mr. Chairman. This 
administrative thing, as you know, is broken down into two kinds of 
things. One of them is administration as it concerns just the USOM 
office, ICA office, which operates almost as though it were in Washing- 
ton. The other is broken down by programs, so I think what you are 
trying to get at is: You want to know what the United States spent 
in administration in these servicios over and above what they gave as 
a contribution. 

The CHarman. That’s the point exactly. 

Mr. Neate. We can provide that prec isely and will be very glad to. 

The Cuarrman. Fine; thank you, sir. 

(The information requested follows :) 


United States costs,’ Division of Agriculture—USOM, Peru, through 
June 30, 1955 





l l 
| Rubber de | Agricultural | | Foreign Agri- 


- . cultural Fisheries Total 
velopment | | j development} ‘garvice 


Fiscal year 





| $184, 188. 00 ; $184, 188. 00 

; | 191, 961. 49 z a 191, 961. 49 

$17, 623.12 | 245, 933. 45 $117, 699. 29 | $31, 900. 37 413, 156. 23 
14, 782. 09 234, 916. 47 102, 048. 96 | 27, 254. 62 379, 002. 14 

16, 189.39 | 256, 285.73 105, 748. 26 22, 213. 71 400, 437. 09 

15, 696. 58 | 350, 565. 55 | 60, 876. aul 25, 798 4 452, 936. 47 


64, 291. 18 | 1, 463, 850. 69 386, 372. 61 107, 166. ry 2, 021, 681. 42 


! Salaries, travel, and transportation of effects of U nited § States tec hnicians, local administrative costs and 
salaries of local employees and technicians, and training grants. 





The CuairMan. The same thing will cover the health aspects repre- 
sented by your blue dots up there? 

Mr. NEALE. That’s right, and the education which is represented by 
the white dots. It may be a little hard to see from that but they are 
there. 

Mr. Greco. For education, as far the servicio is concerned I can 
give you a breakdown on that. We have 43 people in the central 
office and 47 teachers paid from the servicio funds and 1,085 teachers, 
direeters, and supervisors paid by the local gov ernment, apart and 
over from the funds they contribute to the servicio. 

The Cuarrman. Outside of servicio activities ? 

Mr. Greco. No, in servicio activities. 

The Cuarrman. But paid separately ? 
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Mr. Greco. Paid by the Ministry directly. However, there are 
5) people i in the central office and the 47 teachers at the central normal 
school. Of those 90 people, the payment for their salaries, 27.7 per- 
cent is United States funds, and 72.3 percent is Peruvian funds. 
That’s the joint fund. 

The CuarrMan. That is your joint servicio fund / 

Mr. Greco. That’s right. 

The CyHarrmMan. And the Peruvian contribution in addition to 
that seventy-some percent includes these other people that are paid 
directly ? 

Mr. Greco. Payment by the Ministry directly, 1,085 people out in 
the field. 

Mr. Mountain. Do we have also the United States technicians paid 
directly, besides this group ? 

Mr. Greco. We have eight United States technicians paid directly 
by the United States. Of the 43 people in the central office. there 
are 7 Peruvians considered as technicians, as these Peruvians work 
as associates of our 8 technicians in order to learn their job. Our 
people are here for the purpose of working themselves out of a job. 

Mr. Movunrarn. Those figures you gave indicate the Peruvian con- 
tribution to the servicio is about 3 to 1. 

Mr. Greco. About 3 to 1, 2.8 I think, something like that. 

The CHarrman. Your agricultural servicio is the biggest in terms 
of cost ? 

Mr. Neate. The agriculture is the biggest in terms of cost, Mr. 
Chairman. It is the biggest one of our activities that undertakes to 
operate in the entire country. In part, one of the reasons probably 
that the agriculture thing has grown bigger than the other one is we 
put more money into it, because the Peruvian Government, from time 
immemorial, has let her activities in agriculture lag. The total agri- 
cultural budget for Peru in the Ministry of Agriculture amounts this 
year to less than $234 million. In a country that is twice as big as 
Texas roughly. 

Mr. Suiru. That’s about 2 percent of the overall national budget. 

Mr. Nears. That’s right. The Peruvian Government’s contribu- 
tion direct to the agricultural servicio today is just a little over 20 
percent of the total funds appropriated to the Ministry of Agri- 
culture. 

Now one of the problems for Peruvians in all this is polities, Peru- 
vian politics. With that small total agricultural budget, they find it 
almost impossible to keep their own local politics out of it. The 
servicio, however, we have adopted from the beginning and it is ac- 
cepted as a settled fact that there will be no political functions of any 
kind placed on any of these extension agents or any other agents of 
the servicio. There will be no, absolutely no, political interference. 
This extension service, for example, would probably have been con- 
verted completely to the Peruvian Government 3 or 4 years past ex- 
cept for the political uncertainties that have developed as a result of 
changing governments and the belief that this thing, to which Peru- 
vians are perfectly willing to contribute their money, would fail flatly 
unless it continued to go “along as a nonpartisan operation. 

The Cuamman. I’m beginning to have a little trouble understand- 
ing why we should continue to put a million dollars a year in the agri- 
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cultural servicio of Peru when their economy apparantly is in fairly 
good shape. 

Mr. Neate. I can justify it for myself that 

The Cuamrman. We've got to justify it to the taxpayers back home. 
You’re talking about the politics entering into it here, but we are 
bound to have the same thing on the appropriations bill when it comes 
around back home. 

Mr. Neate. I understand that perfectly well, by all means. 

The Cuamman. Actually, I had understood in some of the other 
countries that most of these extension agents were being paid directly 
by the host government, and here we find that they are . being paid by 
the servicio. If I understand these figures correctly, we had $824,000 
obligated in fiscal 1955, and appropriations for 1956 of $921,000. I 
further got the impression that the Peruvian Government is con- 
tributing only about half as much to the agricultural servicio as the 
United States Government contributes. 

Mr. Neate. That isn’t entirely true. The Peruvian Government’s 
contributions to the agricultural servicio are a great deal more, Mr. 
Chairman, than the contractual contribution. Their contractual con- 
tribution is approximately 10 million soles. 

The Cuairman. What is that in dollars? 

Mr. Nears. Over half a million dollars, but the agricultural 
servicio’s expenditures that grew out of contributions from the other 
Government, the Peruvian Government, through other sources last 
year was almost 50 million soles. 

The Cuamman. Now, wait, let’s understand what that wa 

Mr. Neate. That came from a loan from the iaeeadiaual Bank. 
That is a loan that has gone into the expansion of the agricultural 
machinery operations which are likewise handled by the servicio. 
That was $3 million. 

The Cuarrman. Who is paying that off? 

Mr. Neate. The Peruvian Government. 

The CuHamman. Or the servicio? 

Mr. Neate. The Peruvian Government is paying it off. We count 
it as an additional contribution. It is true that the servicios set aside 
depreciation accounts, but we don’t include as part of the contribution 
the amount of money that goes into those depreciation accounts. In 
other words, we undertake not to fool ourselves on that. 

The Cuatrman. Where do you get the money to put into the de- 
preciation account ? 

Mr. Neate. It grows out of the operatons of the machinery project. 

Mr. Sarr. Income; the machiner y project is run on a contractual 
service to the farmers, and the depreciation funds, as well as the 
operating expenses on mechanization, come from actual income from 
the use of the tractors. 

Mr. Brooks. Mr. Smith, as I understand it, you are pointing out 
that, in addition to this less than half a million ‘dollars the Peruvian 
Government contributes to the agricultural servicio, they have bor- 

rowed money from the International Bank which they are paying 
off, although the depreciation is set up in the servicio funds—— 

Mr. Samir. That’s right. 

Mr, Brooks. A major portion of which comes from the United 
States ? 

Mr. Smirn. That’s right. 
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Mr. Brooks. In other words, the United States is setting up a 
depreciation fund, more or less, to pay back the loan. 

Mr. Smiru. No, sir. 

Mr. Brooks. What is the depreciation fund for ? 

Mr. Smuiru. The depreciation fund goes back to the International 
Bank 

Mr. Brooks. Yes. 

Mr. Smirn. But no part of that comes from United States funds. 
This entire machinery operation, in other words, is paid with Peruvian 
funds outside of the contributions, and no United States money goes 
into that. 

Mr. Brooxs. Then the depreciation fund, or rather the proceeds 
for it, are generated by the money borrowed from the International 
Bank. Is that correct? 

Mr. Smiru. The proceeds for the depreciation fund are generated 
by the charges made to farmers for work performed by the equipment. 

Mr. Brooks. Which was purchased with the money borrowed from 
the International Bank? 

Mr. Smiru. That’s right. 

Mr. Harpy. In effect, what happened was there was $3 muillion- 
borrowed to purchase equipment; is that right? 

Mr. Smirnu. That’s right. 

The CHarrmMan. It was put in the pot and belonged to the Peruvian 
Government. You charged for the use of that equipment and put 
the proceeds into a depreciation account fund to repay the loan and 
provide for the operation and also to replace the equipment. 

Mr. Smiru. That’s right. 

The CHarrMan. So the Peruvian Government is not contributing a 
thing in the world except guaranteeing the loan? But the Peruvian 
farmer is because there’s an awful lot of difference between what the 
people at home pay and what the United States contributes to that 
proposition. Here you are, you’ve got essentially a guaranteed loan 
which is being repaid by the people that used the equipment, operat- 
ing through the servicios which are made possible by a two-thirds 
contribution from the United States, and one-third from the Pernvian 
Government. 

Isn’t that the picture ? 

Mr. Smirn. All the personnel working in mechanization, as far as— 
none of that personnel is paid out of the joint fund. They are all 
paid out of the operation money. Actually, from joint-fund opera- 
tions, there is no money going into the mechanization program. 

The Cuarrman. I understand that. 

Mr. Smitn. All of the fund personnel are paid out of the opera- 
tional income. 

The Cuatrman. I think I understand that picture. The thing I 
was trying to understand was the relationship between the contribu- 
tion made by the Peruvian Government and the contribution made 
by the United States taxpayers. As I understand it, it is about 2 
parts from the United States and 1 part from Peru, insofar as govern- 
mental funds are concerned, except for the guaranty, which the 
Peruvian Government provides for the repayment of that loan. Now, 
no Peruvian governmental funds are going into the repayment of 
that loan unless there is a default. Is that right? 
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Mr. Neate. That is perfectly true, that is perfectly true. As a 
matter of fact, in addition to that which goes to maintenance, for 
depreciation, what goes to pay off the loan, maintain operation, there 
is a considerable balance of income there that goes into the general 
servicio activities. 

The Cuairnman. That’s all to the good. Very fine. In any coopera- 
tive undertaking you get profit and put it into a reserve. 

Mr. Neate. What you say is perfectly true and 

The Cuamman. The only thing I’m leading up to is this. You are 
apparently getting a little bit of reserve acc umulated in these funds. 
I am having a hard time understanding why they can’t be operated 
by Peru instead of taking funds from the United States. 

Mr. Neate. I suppose, Mr. Chairman, that the answer that is simple 
tome is much more difficult to explain to your constituents. It is as 
simple as this to me: That is, that the agricultural development really 
would not be carried on effectively by “the Peruvian Gov ernment at 
the present time without this help, without the servicio. It is some- 
thing you just have to take my word for that in the organization of 
things in Peru 

The CuHatmmMan. My constituents might not vote for me on that 
basis. 

Mr. Neate. That, I'll go along with, perfectly, but it may be that 
your constituents would vote for you if they were of the belief that 
this kind of an activity, this kind of an expenditure in Peru, was 
reaching out and touching directly with United States things and 
United States philosophies, several millions of people as it is, and 
that it was inviting millions of dollars’ worth of new business for the 
United States as a result of the activities. 

In this machinery thing, for example, it began way back in 1944. 
At that time, there were probably more than 300 farm tractors in 
Peru. Thirty percent of the land available for cultivation on the 
coast of Peru couldn’t be cultivated during wartime because there 
wasn’t the power, there was water available but it began as a wholly 
self-interest program on our part. 

The Cuamman. I am not too concerned about the motivation be- 
hind the beginning. I am wondering about the motivation behind the 
extensive continuation. 

Mr. Neate. Simply, the thing that has happened is this. It is 
grown up and it is expanding rand it has served multiplying purposes. 

The Cratrman. I can appreciate that, but I want to call attention 
to one little aspect. You’ve got a very fine proposition here in this 
machinery pool that is a ailable. An awful lot of people in my own 
district that need earthmovers, caterpillar tractors and that sort of 
business would be mighty, mighty glad to be able to go to the servicio 
and lease it. But we can’t do that back home, and we are going to 
have difficulty explaining why we can do it down here. 

Mr. Neate. We have done it back home in our Soil Conservation 
Service. We do approximately the same thing. 

The Cuatrman. Well, Soil Conservation Service I am reasonably 
familiar with, too, but this kind of a service on this kind of a scale 
hasn’t been available in the State of Virginia. 

Mr. Neate. By all means, I understand perfectly well what you are 
talking about, too. Let me say this final thing about machinery, how- 
ever. Today there are more than 7,000 farm tractors in operation 
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owned by farmers, bought by farmers and almost everyone of those 
tractors is United States built. 

The Cuatmman. Yes, that’s very fine, that gives our equipment man- 
ufacturers a better market which doesn’t help the prices they charge 
to the “erage an farmers a bit. You might disagree with that. 

Mr. Neate. Not at all. 

The C HAIRMAN. But it does mean one other thing at the same time— 
and I don’t mean to discourage the element of Peruvian agriculture— 
but I don’t think we ought to overlook the fact that while we are stimu- 
lating agriculture in Peru, we might be reducing the export of agri- 
cultural commodities from the United States. 

Mr. Neate. That’s very true, but the men who are employed to build 
the machinery that comes to Peru, not only the machinery; but the 
expansion of other things, will have, as a result, a little more money 
in their pockets. This should mean more of a home agriculture market 
probably than 

The Cuarrman. Probably. We can’t spend that either. I’ve made 
the same argument that you are making w bein I was arguing reciprocal] 
trade. 

Mr. Brooks. You said the Peruvian Government was paying what 
percentage of the cost of operating the Agricultural Servicio / 

Mr. Neate. Paying about 4.50 in soles, in total; against $1 United 
States that goes into the servicio in terms of grants to the servicio. 

Mr. Brooks. And is that 4.50 soles? That’s 25 cents American as 
opposed to $1 American. 

Mr. Neate. That’s $4.50 American. I am putting both on a dollar 
hasis. Asa matter of fact, over the years- 

Mr. Brooks. That’s what I wanted to know, that the American 
Government pays about 25 percent ? 

Mr. Neate. That’s right. 

Mr. Brooks. When do you anticipate the Peruvian Government 
could finance the entire program themselves? How soon do we get un 
loaded from this program that we are supporting all over the world é 

Mr. Neare. Ill tell you, Congressman, I think it is like this: The 
Peruvian Government could eee support the entire program 
itself today or tomorrow or next year. It could have supported it last 
year. The total amount of money amabend is such that by all means it 
isn’t. beyond the competence of the Peruvian Government to cover. It 
doesn’t follow at all that the Peruvian Government would have done 
it. Not because they weren’t interested in it but because the Peruvian 
Government wouldn’t have had, and doesn’t have today the manage- 
ment and organizational techniques and technicians and the other 
things that go to support it. Now that is again, that’s something that 
there isn’t time for—— 

The Cuarrman. No, let’s not get into a philosophical argument be- 
cause I can draw you a parallel between these things. I don’t know 
whether I would appreciate it or not if I wanted to do something and 
asked for some fellow’s advice, and instead of telling me how he would 
do it, he came over and said, you and I are really going to do it. this way 
and no other way and that’s that. 

If that’s the kind of a deal this is, I am scared of it. 
Mr. Brooks. Particularly, if they have the money. 
Why can’t they do it themselves. 
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Mr. Neate. I can only say that in all probability they wouldn't. 
Let me 
The Cuarrman. I think we had better get out of this discussion 

right now. Just one more question. 

According to these figures that we have here, the fiscal 1956 pro- 
posal was almost $1 million for : agriculture from United States funds. 
I understood you to say awhile ago that the Peruvian Government 
was putting in about a half million ‘dollars? 

Mr. Neate. Under the contract. Our contract contribution is 
$310,000. 

The Cuatrman. What else goes into the servicio beyond this half 
a million dollars they are putting in? 

Mr. Nears. The truth is money comes in from other Peruvian 
agencies, additional to the funds from the Department of Agriculture, 
funds without any strings on them, direct contributions. We couldn't 
possibly, Mr. Chairman, carry on the Extension Service without such 
additional contributions. 

The CuarrmMan. Let’s talk about the contract. The contract, inso- 
far as direct contributions to the servicios are concerned, the Peru- 
vian Government puts in about one-third and the United States Gov- 
ernment about two-thirds, is that right ? 

Mr. Neate. No, that isn’t right. 

The Cuatrman. I said, under the terms of the contract. 

Mr. Neate. Under the terms of the contract, the Peruvian Govern- 
ment is putting in $650,000 roughly. 

The CuarrmMan. Against United States $900,000 ? 

Mr. Neae. That’s right. 

Mr. Sonana. The contract says 310,000 United States dollars from 
the United States and $650,000 from the Peruvian Government. 

Then our expenditures on our own technicians, in addition to our 
contribution to the servicio, plus the training program, make up the 
lifference bewteen the $310,000 and the budget figure of $921,000. 

Mr. Mounratn. We have the servicio contribution, US$310,000, 
$/650,000 from Peru. Then you have a contract with the University 
of North Carolina for agricultural research. 

Mr. Sonana. Yes. 

Mr. Mounrain. We have a training program. 

Mr. Sonana. Yes. 

Mr. Mountain. For how much money ? 

Mr. Sonana. Last year about $53,000. 

Mr. Mounrrarn. Then we have a balance of $600,000. 

Mr. Sotana. That goes to the United States technicians—— 

The CHarrman. Which is not administrative. 

Mr. Sorana. No, your administrative funds are in addition to this, 

Mr. Neate. All of the administration, as well as all of the tech- 
hicians come out of there, Mr. Chairman. 

The Cuarrman. We have spent a lot of time on this agriculture 
thing. 

Mr. Mountain. Just to clarify these figures, Mr. Smith is the Chief 

of the Agricultural Field Party. 1 wonder if he could help us on 1] 

or 2 figures. 











510 TECHNICAL ASSISTANCE IN LATIN AMERICA 





The CuatrmMan. Go ahead. 

Mr. Mountatn. Mr. Smith, we have a submission from ICA, Wash- 
ington, on the unliquidated obligations of the Peruvian program. It 
appears that the unliquidated obligations, as of June 30, 1955, under 
“Agriculture and natural resources,” have amounted to $838,400, and 
that more than half of this figure was unliquidated obligations for 
fiscal years prior to 1955. 

Can you tell us why there was this great lag? 
(The document referred to follows :) 
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Mr. Smrru. A large percentage of that unliquidated obligation 
was in the mechanization program again. This loan money—there 
is machinery that bookwise they showed it as obligations internally. 
Actually, it shouldn’t show up in this. This report has been corrected. 
We did, due to our administrative personnel—a year ago from Wash- 
ington, they asked us to show the inventory value of all ‘this equipment 
as an unliquidated obligation. It had been purchased, money spent, 
then set up in mechanization service, semiautonomous activity, as 
unliquidated, which isn’t true. Actually, the unliquidated obligation 
accrual from a fund standpoint is roughly $350,000 as of now, and 
out of that $350,000, $224,000 approximately is in connection with this 
research program under the U niversity of North Carolina. We ad- 
vance them money at the beginning of the month and it is about 6 
weeks before we get the reports back on expenditures of each monthly 
advance. So there is a lag there in the actual showing of what has 
been turned over to the group and what has been spent, 

The Cuatrman. I’m having difficulty understanding how this ma- 
chinery figure would be in these figures. I don’t quite understand 
how it would be included because I understood you had a volume of 

3 million worth of machinery. 

Mr. Suiru. A certain part, back under the old program before this 
new loan fund for equipment came through, we had certain equipment 
under the old operations; when the new loan money came in, it was 
all transferred to one block. 

The Cuatrman. Do you know what has been the total appropriation 
for agriculture and natural resources through fiscal 1955? 

Mr. Smirn. On the basis of the agreement, that is $10,269,000 ap- 
proximately, from the beginning of the program. 

The CHatrman. Well, now, the figures that were supplied to us 
showed cumulative obligations through June 30, 1955, of $3,616,000. 
You said that is way low, is that right? 

Mr. Smrrn. When do they start that figure? 

The Cuarrman. I haven’t any idea. 

Mr. Sorana. Is that United States expenditure or is that servicio 
funds? 

The CuatrMan. It is cumulative obligations. 

Mr. Mounrarn. While Mr. Solana is examining this, Mr. Smith, to 
what extent were these unliquidated obligations caused by a failure 
of the Peruvian Government to match our contributions ? 

Mr. Smiru. They make a contribution on a monthly basis. In 
fact, we do, too. We put up $310.000 at the beginning of the year 
and put it in the fund on a monthly quota basis, one-twelfth each 
month. At the present time, the only contribution lag is about 30 
days. Sometimes it may come up to 60 days. In other words, 1 
month behind which amounts to one-twelfth of their annual con- 
tribution. That’s all the lag we have had. There has been no case 
where they reneged in total on the payment. Sometimes the—— 

The Cuatrman. You would say then, actually, there is no substan- 
tial lag in your obligations, that they have not been accumulating; they 
are being fiquidated in a normal fashion ? 

Mr. Smitrn. Your obligations—I think it may come about some- 
what in the way that they are considered there. But on your obliga- 
tions you set up $310,000 at the beginning of the year as the United 
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States contribution. We only make one-twelfth of it, actually 
counted in as expended monthly. 

The Cuarrman. Yes, but you have that program, don’t you, 
through the whole year ‘ 

Mr. Smiru. Yes. 

There is a little difference in what goes on this report. This may 
happen, for example, you might set up under your program that you 
are going to purchase something for $10,000. We obligate that 
money. “Actually, when the purch: ise is made, it may only be $9,500, 
and there is some lag in marking off the balance. 

The Cuarrman. Wouldn't that be offset by your unexpected slight 
excess costs? Doesn’t that work both ways? 

Mr. Smirn. Very seldom goes the other way. Usually, the obli- 
gation is sufficient. 

Mr. Mounrtarn. I believe we straightened out the difference. The 
figures which we are using are United States dollars. I believe your 
$10 million was based on a total United States and Peruvian. 

Mr. Suiru. Yes. 

Mr. Mounvrain. On our further questions, can we refer to the 
United ein dollar amounts / 

Mr. Neate. Since 1950, not 1943. On this whole obligation busi- 
ness, Mr. C hairman, here is the distribution “ the unliquidated ob- 
ligations as they st: ind as of September 30, 1955 

(The document referred to follows:) 


Unliquidated obligations outstanding on Sept. 30, 1955 


| Prior fiscal Fiseal year 
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Mr. Sotana. Those are different from the figures you have because 
of liquidation since June 30. 

Mr. Neare. The thing you will notice in this is that of that $2,400,- 
000—as of June 30, 1955, of unliquidated obligations—$2,183,000 of 
actual unliquidated obligations as of September 30, there were these 
university contracts, $1,058,380. Those contracts are set up largely 
to run for 3 years and are drawn out of 1954 and 1955 appropriations. 

The Cuarrman. That would explain a considerable amount of it. 

Mr. Neate. Now in grants to servicios, $559,000 here. You under- 
stand that Peru operates on a oe to December fiscal year as 
against our July to June fiscal year, so that there appears to be as a 
bes of our contributions in 1955, sd appears as a part of our obli- 

gations in 1955 the grant fund that will go into contract with the 
Peruvian Gove ‘rmment covering their next fiscal year that will not 
actually be signed until December. This $560,000 comes in there. 
Of training funds there is a lag between ac tual obligations of money 
for training and the completion and final liquidation of that fund 
of any place from, I should say, 8 months to a year and a half, so that 
in training obligations then approximately $300,000. Last year, in 
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1954 for example, we sent 66 trainees to the States, 65 of whom have 
completed their training now. There is still one in the States. But 
the obligations on a major portion of those haven’t finally been liqui- 
dated because all of the charges in the United States haven’t been fed 
back into our books so we can liquidate here. 

Obligated again are all of the trainees going up against 1956 budgets 
and there still are, I presume, some finally unliquidated obligations 
against 1954 funds on trainees. 

Mr. Sotana. That 66 and 65 figure. Included in the 65 who went 
to the United States during 1955 were a number of people whose grants 
were made in funds obligated in 1954. As of June 30, 1955, we had 
a lag of 50 trainees who had been obligated in the 1955 fiscal year, but 
who had not left yet. At the present time, we have a lag of about 
12 people from fise ‘al 1955. We sent out 38 during September. That’s 
the beginning of the academic year in the United States, and a large 
portion of these people are going for academic training, both in the 
United States and in Puerto Rico and then, as Mr. Smith explained, 
the other agencies in Washington who arrange the training and pay 
the expenditures—it takes quite a long time for those charges to get 
back down here and we finally liquidate them on the books. 

The Cuatmrman. As long as we are talking about the training pro- 
gram, in what areas are they involved? Do you have some in “Agri- 
culture, some in Labor, and so forth ? 

Mr. Near. Here’s 1955 [handing papers to Mr. Hardy]. 
Distribution of trainees by fields, and in terms of post identifica 
tions. I guess I haven’t all the infor mation, but the names and the 
specific funds and who trained them in the States and so on and so 

forth. 
(The document referred to follows :) 
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The Crarrman. I think this will supply what we need right now. 

Mr. Neate. On this training thing we have likewise had a complete 
followup as to what happened to the trainees for previous years, and 
as to whether they are working at the things they were trained to work 
at, et cetera. 

Some 300 trainees that have been followed up to identify how well 
or how badly the money was spent. 

The CuatrmMan. What is the net result of that followup ? 

Mr. Near. That there are over 90 percent of the people who have 
been trained during the last 4 years who are doing the things they 
were trained to do, who still are employed in those positions in the 
various ministries or in the various official jobs. T suppose that 
almost all of us would agree that the impact on Peruvian official 
thinking and on acts in the Government on technical things, that it is 
pretty hard to calculate what the value mav have been, but that’s one 
of the places that is making the day-by-day orderly, regular year- 
round adjustment in what happens in the Peruvian Government. 

The CHatrmMan. You had a heavy step-up in the training program 
in 1955? 

Mr. Neavr. That is true. 

The Cnarrman. Prior to fiscal 1955, it had been very small ; $73,000 
in prior fiscal years. What period does that cover? 

Mr. Soiana. Those are only unliquidated obligations. 

The Cuatrman. Oh, I see. 

Mr. Neate. Our training program in 1955 was a big program; in 
1953 it was a good-sized program. 

Mr. Sovana. Fifty-five in 1953 and up around 70 in 1954. It has 
about leveled out. The truth of the matter is, Mr. Chairman, that 
training costs have gone up tremendously during these years, the costs 
in the United States. 

The Cratrman. Let’s make a comparison of 1954 and 1955. For 
fiseal 1954 you obligated as of October of this year, one hundred 
and thirty-eight thousand seven-hundred-some-odd dollars in your 
total training program. In fiscal vear 1955 vou have set up $223,277. 

Mr. Sotana. That’s the unliquidated obligations as of June 30. 

The Cramman. But I was assuming—oh, that’s 1955. 

Mr. Souana. Yes. The total program in 1955 is $280,000. 

The CuarrmMan. And was it all obligated ? 

Mr. Sovana. Yes. 

The Cratrman. So that $280,000 would compare with $138,000 of 
fiseal 1954? 

Mr. Sonana. That’s right. 

The CHatrmMan. Well, now, looking at vour 1954 program, I noticed 
that you had only one labor trainee in fiscal 1954. What was he? 

Mr. Ray. He was a labor-relations trainee from the Ministry of 
Labor. 

The Crarrman. How much of a labor-training program have you 
had in prior years? 

Mr. Ray. In the prior vear, fiscal 1953, we had six labor leaders in 
the United States and this labor trainee started in that year and 
terminated in fiscal 1954. In fiscal 1953 we had the Director of the 
Labor Servicio. He was 1953. He was in the United States and 
Puerto Rico for a year. He is now working as the Peruvian Director 
of the Labor Servicio. 
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The Cuairman. Prior to that time you had no labor-training pro- 
gram ‘ 

Mr. Ray. I wasn’t here; I am not familiar with it. 

Mr. Neate. We had sent some people from labor for some years, but 
not in a so-called identified labor-training program. Labor, under 
this Government, at least under the first 4 years of this particular 
Government, was one of the things most critically watched. Labor 
was continually thought of by this Government in terms of labor 
unions, and labor org: anizations, and social disturbances. That’s the 
reason our labor program today is in the field of developing an em- 
ployment service and spreé ding out from that. 

The Cuairman. What is your program for labor training in fiscal 
1956 ¢ 

Mr. Ray. We have provisions for 3 trainees in employment service 
operations, 1 in the field of labor statistics, and 1 in the field of indus- 
trial safety. Then we have provisions for five labor leaders, if we 
can get the Government’s cooperation in the selection of the leaders to 
be sent to the States. 

The CHatrman. What specifically are the functions of the Labor 
Servicio ? 

Mr. Ray. At the present time it is limited only to the development 
of public employment service in Peru, patterned after the United 
States Employment Service. 

The Cuarrman. You say you are planning five labor leader trainees 
for fiscal 1956 ¢ 

Mr. Ray. This is related primarily to the industrial and labor-train- 
ing program in the Labor Relations Institute at the University of 
Puerto Rico. They are young potential labor leaders who are sent to 
Puerto Rico to learn union activities, how to conduct meetings, main- 
tain books; they observe operations of labor unions in the United 
States for 2 months after 3 months in Puerto Rico. 

The CHarrman. How do you select them ? 

Mr. Ray. The last group that was selected w as on the basis of par- 
ticipation in a Ministry of Labor series of seminars on labor activi- 
ties. Those whose names were submitted were nominated jointly 
by the unions and by the Ministry of Labor. 

The CHarrman. Now is the processing of those people handled en- 
tirely by the Embassy or do you do it here in ICA ? 

Mr. Ray. It is, I would say, a joint enterprise. They are all 
cleared through the Embassy and through the Ministry of Labor and 
our office with the training committee. 

The Cramman. Is there any serious problem of Communist in- 
filtration in the labor movement in Peru ? 

Mr. Ray. It’s very hard to identify. There are evidences of it in 
some of the publications that are released by the union press. 

The CHatmrman. Have there been any labor leaders sent for train- 
ing to Iron Curtain countries to your knowledge? 

Mr. Ray. None that I know of. 

Mr. Sorana. Communism is outlawed in Peru by Government de- 
cree, 

Mr. Neate. Yes. 

The Cuarrman. I don’t know whether that would stop it or not. 

Mr. Neate. That doesn’t stop it, but Peru is not communistic in 
the sense that some of her neighbors are communistic. 
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Mr. Sotana. But it does stop some of the labor leaders from going 
to the Iron Curtain countries, as they wouldn’t be able to get a pass- 
port or, if they did, and went to some other country and then to the 
Iron Curtain countries, they wouldn’t get back into Peru, or if they 
did, they would be arrested under the terms of the internal-security 
law. 

The CuarrmMan. That would be a pretty effective control. 

Mr. Mraper. Mr. Neale, I gathered there was something less than 
enthusiasm on the part of the Peruvian Government on this labor- 
training program ? 

Mr. Neate. It took almost 2 years of working with the Ministry 
of Labor to bring about a situation in which an American-type em- 
ployment service could be organized. We organized an employ- 
ment service because it was the one phase of activity that could be 
talked about and understood by the Peruvian Government that didn’t 
involve a single thing organizationally. 

Mr. Meaper. I understand they have now agreed to have five la- 
bor leaders go through this program you described of perfecting their 
techniques and functions. 

Mr. Ray. Five have been trained in the United States and are back. 

Mr. Meraper. In the last fiscal year ? 

Mr. Ray. 1953. Now they are ready to talk about some more for 
fiscal 1956. 

Mr. Meaper. Is this a program which originated with the Peruvian 
Government, or is it something that we are asking them to engage in 
which they have been rather reluctant to do? 

Mr. Ray. Because of the touchy nature of any dealings in the field 
of labor here, we are trying to let everything rest in the hands of the 
Peruvian Government as much as possible. We are not making sug- 
gestions. We try to react to suggestions they made. It is extremely 
difficult to say whether we are going to send up five leaders, for 
example, next year or this year. 

Mr. Meaper. Do you set up the amounts ? 

Mr. Ray. We have the setup for it in the budget. 

Mr. Neatz. That is continuously urged on us. 

Mr. Meaper. By whom? 

Mr. Neate. By our own Labor Department and labor organizations 
in the United States. 

Mr. Mraper. If we are getting pressure in the field from Washing- 
ton to stimulate activity of our point 4 program, it’s time we had 
another looksee. 

Mr. Neate. Mr. Chairman, the labor thing, I should say, is unique. 

The Cuatrman. I don’t know why particularly. 

Mr. Neate. But our own Department of Labor comes under pres- 
sure from organizational leaders in our 

The Cuatrman. What business has organized labor in the United 
States got to put pressure on our Government to organize labor in 
Peru? 

Mr. Neate. I think it’s a perfectly sound question, but it’s 

Mr. Brooxs. How about the answer? 

Mr. Neatz. The answer is simply that labor organizations in the 
United States participate in lobbies in behalf of what they believe to 
be their interest abroad as well as in the United States. Just as 
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agricultural organizations in the United States do, or just as other 
organizations in the United States do. 

The Cratrman. Do you mean that or ganizations like the Farm 
Bureau, and the Grange, and Farmer’s Unions are applying pressure 
to spread an extension service in Peru at the expense of the “American 
taxpayers ? 

Mr. Neate. Not directly, but they do certain things that provide 
pressure that adds to our costs. For ex ample, the youth exchange 
program carried out by the National Farm Bureau is a program that 
we, at this end, handle, that we wouldn’t otherwise. And the Ameri- 

can Farm Bureau carries that program out with the thought in mind 
that there grows out of such a program paralleling organizations in 
Peru. 

The Cuatrman. That’s interesting, but let’s have an illustration on 
labor. How do you feel the pressure from the AFL and CIO? 

Mr. Neae. I believe Mr. Ray should comment on that. 

Mr. Ray. One of the most direct pressures is in the organization 
of the Office of Labor Affairs in the International Cooperation Admin- 
istration in Washington, which is staffed largely by union people, 
people drawn from the unions to administer the labor program of 
the point 4 program. They are naturally interested in seeing the in- 
ternational labor movement, as opposed to the international Com- 
munist movement of workers; and from their point of view, I believe 
they see that one of the most successful ways of combating world 
communism is through the indoctrination of labor leaders in the 
neighboring countries of the United States into the United States 
tec hniques i in labor union organization and in labor union manage- 
ment. They feel that if the labor union leadership is responsible, 
sees that union organization has more than just political ends, 
they will have more cooperation and that the union movement to- 
gether can deal more effectively with the problem in which they are 
basically interested, which is the Communist Party. 

The Cuamman. Well, that question of trying to treat an ideological 
conflict through training leaders of labor organizations is personally 
understandable but that’s something apart froma program to generate 
labor organization. 

Mr. Ray. There is this further problem which is identical in many 
Latin American countries in labor organization. For example, we 
don’t have in Peru, or many of the other countries, large federations 
of labor which are representative of large bodies of workers. You 
will find in factories in Peru the workers are associated with one union. 
Each individual plant is organized on an individual plant basis. 

The Cuatrman. Is that good or bad? 

Mr. Ray. Whose point of view do you want to take? [ Laughter. ] 

From the employer’s point of view it’s good because he only has 
to deal with 1 or 2 unions instead of a large union which is going 
to present a uniform claim at the end of the contract year to all of 
the employers in the industry. 

The CHatrman. Oh, now ‘we're talking about industrywide bar- 
gaining. 

Mr. Ray. If you engage in industrywide bargaining in Peru, it 
has to be done on an individual basis. If you want to talk from 
the union’s point of view 








520 TECHNICAL ASSISTANCE IN LATIN AMERICA 


The Cuarrman. Whose point of view is the United States Govern- 
ment taking? 

Mr. Ray. We are trying to resist taking any point of view. 
{ Laughter. ] 

Mr. Nearer. We are subjected to all of the different kinds of private 
influence as well as official calls. ICA is subjected to all this kind 
of influence. We actually don’t undertake anything that the other 
government hasn’t officially asked for. 

The CHatrman. That’s a beautiful song and dance. 

Mr. Neate. I know exactly what that means. The truth is that we 
are pretty honest about it, Mr. Chairman. This labor employment 
service is something that we devoted considerable effort to over several 
years to try to create a background in the Peruvian Department of 
Labor that would want the beginning of this kind of assistance, be- 
cause it seemed like one of the things that would he self-objective and 
constructively done. It seemed like one of the steps that needed to 
be taken in order to—— 

The Cuatrman. You could get into the employment aspect of it by 
getting into the philosophy of ‘labor organization. 

Mr. Nearx. When we get ourselves in the position of either support- 
ing industrywide bargaining or opposing it, we are on thin ice, and 
in the position of promoting additional unions or failing to provde 
a means by which unions can grow. Either point of view you take, it 
seems to me we are getting ourselv es in an extremely dangerous posi- 
tion. It’s not our business. It’s not the business of the United States 
to spend money down here promoting labor organizations in Peru 
or taking any action that would retard their development. 

Mr. Meaper. Mr. Ray, you said you set up a budget item for this 
labor training program. How large has that been ? 

Mr. Ray. It is $12,000 which we carry on the books generally for 
11 months of the year. 

Mr. Mrapver. What becomes of it if it is not used ? 

Mr. Ray. We turn it back in. 

Mr. Meaper. It is not used for some other program in Peru? 

Mr. Sorana. Sometimes we use it in Peru if we are short of funds 
in other programs. 

Mr. Meaper. That hasn’t contributed to the building up of these 
unliquidated balances? 

Mr. Soxtana. No. 

Mr. Neate. The program approved for Peru this year is $3,500,000. 
The money available for implementing that program is $2,400,000, 
or $2,369,000. In other words, there is a shifting, there is a judgment 
item as to what programs you devote that to. Here’s the book of 
projects in operation in Peru this year, now. There is a certain 
flexibility. In the training program, for example, this $12,000 might 
be turned back out of the labor program, might quite conceivably go 
into some other phase of training. 

Mr. Brooxs. When you say “appr oved,” you mean authorized by 
the Foreign Affairs Committee? 

Mr. Neate. Authorized by the Foreign Affairs Committee. The 
general authorization is by the Foreign ‘Affairs Committee, undoubt- 
edly. This is out of the 1956 appropriation. 

Mr. Brooxs. Then the $2,500,000 is what is approved by Congress 
as to the amount of money they want to spend on this program. 
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Mr. Neate. That is to what extent Congress may have approved 
a specific amount of money for the program. We don’t know what 
was approved by the ICA. 

Mr. Brooks. $3,500,000 was authorized for the project and your 
appropriation was for approximately $2,500,000. 

Mr. Neate. The allocation, not the appropriation. Here’s what 
happened. Congress received the whole program of the International 
Cooperation Administration and approved the budget for it. Of that, 
there was such and such amount earmarked for Latin America. 

Mr. Brooks. Be more specific. Did they allocate to you American 
dollars, $2,500,000, to be spent in this program, yes or no? 

Mr. Neate. I don’t know. What I know about the allocation is what 
the Board of Directors of the Institute of Inter-American Affairs, 
Director of ICA, and the State Department agreed upon as the 
amount of money to be used in the Peruvian program this year. 

Mr. Brooks. That was how much ? 

Mr. Neate. They agreed to the approval of projects in a certain 
summarizing of priorities that amount to roughly $3% million, but 
they provided, to begin with, $2,569,000. 

Mr. Meaper. You may get more later on? 

Mr. Near. Yes, or we may not. It depends upon how the program 
moves. It depends upon what situations may develop that the ITAA 
thinks are worth while. That isn’t an abnormal thing. Congress 
and—— 

Mr. Brooks. I understand. I was just trying to find out what the 
situation was, 

Mr. Mountain. The difference is a sort of reserve held back in 
Washington ¢ 

Mr. Neare. That’sright. You have $150,000,000 reserve, so to speak, 
in the world. That, you see, is the sort of thing that has resulted in 
the making of some of these college contracts at the end of the fiscal 
year, rather than at the beginning. They were part of the plans. 
We have actually contemplated college contracts as part of our plans 
for 2 or 3 years previously. We consummate them at the latter part 
of the fiscal year, because there happens to be money available to do it. 
It’s wholly a question of availability of money under the circum- 
stances, not the advisability of the program. 

Mr. Mraper. How could you take 5 leaders out of this program to 
the United States for 3 months for $12,000? 

Mr. Ray. The cost breakdown is about $1,000 for round-trip trans- 
portation per person. Then there is per diem cost of $9 a day, $270 
per month per person, which is about another $1,000 per person for the 
3 months’ time. Sothat the individual costs are just covered by $6,000 
for transportation, $6,000 for per diem. These are obligations we put 
out. 

Mr. Mountatn. Mr. Solana, I believe you are the program officer for 
the USOM operations here ? 

Mr. Sonana. Yes. 

_ Mr. Mounrtatn. In the submission which we obtained from Wash- 
ington, it showed an unliquidated obligation as of June 30 in health 
and sanitation of $461,000, of which $158,000 was from years prior to 
fiscal 1955. Can you tell us briefly what the reason for that unliqui- 
dated obligation is? 
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Mr. Soxana. I think quite a bit of that was training funds that are 
still—I think we have the analysis here. Let’s see, $130,000 of that 
was part of the total expenditures of the servico, of which $95,000 was 
for participants, trainees. There is about $8,000 in—$8,500 in un- 
liquidated travel, travel which has been performed but the bills 
haven’t been received yet from the transportation companies. 

Mr. Mountarn. Which fiscal years? 

Mr. Sonana. Prior years, prior to 1955. 

Mr. Mountarn. Would you just tell us a little more about how this 
$130,000 remained outstanding and unliquidated on the servicio’s 
account ¢ 

Mr. Sotana. That is on the budget for our field party of technicians. 
The United States dollar expenditure outside of the servicio. 

Mr. Mounrarn. Well, why was this unliquidated prior to fiscal 
1955 % 

Mr. Sonana. Part of that $95,000 was for trainees. 

Mr. Mountatn. Then these trainees were never sent ? 

Mr. Soutana. Yes, they were but we never received the charges from 
Washington. 

Mr. Mounrarn. Even though this extended back to 1954? 

Mr. Souana. Yes. 

Mr. Mounvtarn. Do you know when they went ? 

Mr. Soxana. I imagine the major portion of them went in Septem- 
ber 1954, 3 months after the close of the fiscal year. Their training 
didn’t end until July or August of 1955. So the expenditures were 
being made month by month and a final liquidation of those accounts 
wouldn’t occur until after they left the United States and returned to 
Peru in July or August 1955. So we should be getting those advices 
of charge within 2 or 3 months. 

Mr. Mountain. In other words, under fiscal 1954 funds, you had 
some $95,000 for trainees ? 

Mr. Sotana. That’s right. 

Mr. Mountain. They never got off the ground until after fiscal 1955 
had begun ? 

Mr. Soxana. That’s right. 

Mr. Mountain. Is there any way to bring that a little more current 
so that the expenditures are made during the year for which Congress 
appropriates the funds ? 

Mr. Sotana. That’s a problem pretty difficult to solve in grants that 
entail academic training. ‘They have to be made in March and 
April because of the requirements of matriculation in universities in 
the United States, so that all has to be firmed up before the end of the 
fiscal year. Then, of course, once you have made your obligation with 
the university to send that trainee to that particular university, of 
course, you should have your funds committed. 

Mr. Mounrar. I think that clarifies that point, Mr. Solana. I'd 
like to ask another, broader question. Do we understand that the 
beginning of this program in Peru was a wartime program for in- 
creasing exports to the United States of war materials? 

Mr. Sorana. That is basically it, yes, and also to provide foodstuffs 
and supplies to our own troops who were staffing the airbase at Talara 
to protect the oilfields in Talara, which was supplying our South Pa- 
cific Fleet. 
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Mr. Mounvarn. The concept has changed since that day; the broad 
objectives ? 

Mr. Sonana. Yes. 

Mr. Mounrarn. And it is now based on the economic development 
of Peru? 

Mr. Sotana. That’s right, and the strengthening of Peru’s economy 
through economic development. 

Mr. “Mounrarn. Do you have a comprehensive plan of objectives of 

here the Peruvian economy will have to be before you can determine 
th: at the program has been completed 

Mr. Sotana. I must admit we haven't gone into that quite that 
specifically, no. 

Mr. Mounrtatn. In the absence of such a plan, how do you deter- 
mine the priority of one project as against another ¢ 

Mr. Souana. We determine it on the basis of the objectives of the 
total program. Our current operations, and how the new program 
will supplement and complement the currently operating program, 
so that we try to provide for a little better balance in the program to 
provide facilities which haven’t been provided heretofore. 

Mr. Mounrarn. Is it correct that the servicio operation is predi- 
cated on the idea that once the Peruvian Government in this case has 
gotten rolling on a given area of activity, the United States withdraws 
from it and leaves it as a governmental operation 4 

Mr. Souana. Yes, that’s right. 

Mr. Mountarn. How many servicios have been closed out in this 
country ¢ 

Mr. Sorana. None of them have been closed out. However, the 
major portion of some of the servicio programs have either been ter- 
minated and turned over to the Peruvian Government upon conclu- 
sion or they have been turned over to the Peruvian Government for 
continuing operation. For instance, the program of health and san- 
itation in the jungle area where it first commenced in 1942 was turned 
over to the Peruvian ewe nment for its operation 2 years ago. That 
is all of this area up here, up the river there, and they have been oper- 
ating that program now through the Ministry of Public Health since, 
I think it was, the first of January, no it was the first of April 1954. 

Mr. Neate. May I amend what Mr. Solana has said to this extent? 
The servicio itself is a pioneering instrument to get things started. 
The servicio itself, I suppose, will never be turned over to the Peruvian 
Government or any other government. It may disappear in its en- 
tirety but the things it does, item by item, attain the stage shea they 
propagate themselves, assuming they are good. If they are bad, they 
are dropped, because they are ‘bad ; but there is this element of self- 
propagation, which presumably is the basis of all of our efforts in de- 
veloping what we call underdeveloped countries. When that starts 
this, and this activity begins to propagate itself, then it is picked up 
by Peruvian Government or people as citizens and goes on from there. 

The Cuairman. Have we got any of them in that kind of shape? 

Mr. Neate. Mr. Chairman, in the last 3 months in the Agricultural 
Servicio we have been making a study, going clear back to the begin- 
ning in an effort to determine exactly what happened i in all the projects. 
Believe it or not, there are some hundreds of activities, definitely iden- 
tified as projects, no longer even carried on by the servicio, but propa- 
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gated to the extent that they have become a part of the normal activi- 
ties of the country. They were activities of sufficient substance to be 
defined as projects under the terms of our agreement. But the servicio 
itself goes on. The things that it has done. ; 

The CHatrrman. Why can’t the servicio begin to operate itself with 
the help of the Peruvian Government? 

Mr. Neate. Well, because it is as unnatural a thing in the Peruvian 
Government as one of our fiscalized corporations in our own Govern- 
ment, for example. 

Mr. Meaper. Can you give us an example? 

Mr. Neare. I a f think of any just offhand, but there are many. 

Mr. Mraper. T don’t mean right now, necessarily. 

Mr. Neate. I'll be glad to give you a complete list of all these that 
we have been tabulating. It’s not entir ely finished yet because we went 
clear back to the forties and went back step by step. but by all manner 
of means we will be very happy to do it. 

T could noint out a quarantine station for animals. They used to 
ship in cattle infected with foot-and-mouth diseases several times each 
year. They imported from Argentina, just as Los Angeles imports 
from the rest of the United States, the cattle to take care of her big 
dairies. Thev used to bring foot-and-mouth in here every year. That 
quarantine station was constructed by the servicio with Peruvian 
money back in 1944 and 1945. It was turned over to the Peruvian 
Government upon its completion, failed in its operations for 2 years. 
The operation was then assumed under the direction of the servicio 
for 2 vears, at which time it was again turned back to the Peruvian 
Government, and today there are three to five thousand head of cattle 
each vear that go through that quarantine station as a regular routine. 
There is no longer any question about “T have my political influence 
to keen mv cattle from going through there.” In other words, it’s 
one of the things that has propagated itself immediately and directly 
inta the formal, functional part of the Peruvian economy. 

Mr. Mraper. But we are talking about the machinery thing, too. 
To what extent does it propagate itself? 

Mr. Nrarr. We began in that operation here at Huacho; today we 
onerate no machinery in the Huacho area and haven’t for several 
vears. The demonstration was self-effective there. That was the first 
aren in Pern where farmers, themselves, began to get their own ma- 
chines and develon their own economy and to change the complexion 
of that economv has been tremendous in that area. That has hap- 
pened, community by community, all up and down the coast in 
machinery oneration. 

Rut we could eo to literally dozens and dozens, hundreds and hun- 
dreds. 475 was the last time T saw the list, had been developed there 
that grew out of it. Another thing, 10 years ago if vou walked into a 
Tima dairy vou were smothered in flies literally. You couldn’t walk 
throneh a barn or a stable or a milking room without breathing flies 
and when vou start breathing flies that’s pretty thick. Every can of 
milk onened world have a layer of flies that deep. We began a fly 
camnaion in 1944 where the servicio actually went out and did the 
work. provided the equipment, and provided the technicians, Peruvian 
technicians. as a sanitarv brivade effort that the farmer. himself, naid 
for in cash for gettine that job done, so that by 1946 all these dairies 
were clear as far as flies were concerned, and in 1947 the Peruvian 
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Congress passed a law which put all of the control of flies in the 
hands of the Peruvian Public Health Service and the servicio dis- 
continued completely that activity. 

But that’s the sort of thing I mean when I say these things propa- 
gate themselves, and the servicio is, in fact, a vehicle for pioneering 
the things which, after a little encouragement grow up and develop. 

The CuarrmMan. That’s all very fine. It operates very much as the 
Extension Service operates back home, but I hope we don’t find our- 
selves in the position of the United States sponsoring these servicios 
and keeping them functioning. 

Mr. Near. Nobody could : agree more heartily with that thought 
than I do. It will need to be a sound, orderly, and final decision as 
to the manner in which we terminate these things. Obviously, in our 
own political self-interest, just pure selfish interest, it wouldn’t make 
very sound political sense, for us just to stop, overnight. 

The CuairmMan. I am not necessarily recommending that we reduce 
the overall program, but on the basis of what I have learned here this 
morning, | am wondering why we have kept it going quite as far as 
we have. 

Mr. Neate. The explanation isn’t difficult to me. 

The Cuatrman. I know, but you can get into one of these long 
arguments that I might understand but my constituents don’t neces 
sarily understand it. 

Mr. Neate. Here’s a country as big as our whole group of west- 
coast States that has in it some 30,000 identified communities that 
don’t have as yet roads or telephone systems or telegraph systems that 
reach one-tenth of those communities, but where it does have people, 
the population is distributed throughout all that area. The fact that 
we have a demonstration that is complete and wound up that satisfies 
the situation and satisfies us technically at Lima, hasn’t anything at 
all to do with all of these other communities. 

Mr. Mounvratn. Do we understand that as long as there is some 
work still remaining to be done, some area of the country that could 
be improved, that is is your view that technical assistance will be 
and should be given by the United States? 

Mr. Nearer. I would hope not. I only think technical assistance 
ought to be continued to the point where almost every citizen in Peru 
has had an opportunity to begin to take it home. It depends upon 
what our objective is. 

The Cuairman. Let’s accept that as a basic policy and make this 
inquiry. Do you feel that as a national policy, that same thing should 
be made available to the people in the hinterland of every country 
of the world, just the same as we are talking about it for Peru? 

Mr. Neate. I doubt very seriously if there are very many countries 
in the world that are probably politically more important to the 
United States. 

The CuHatrmMan. Yow’re going all around my question, you know, 
Doctor ? . ; 

Mr. Neate. I'll come right back and say flatly, no. 

The CuHarrman. Fine, that’s what I wanted. 

Mr. Neate. Nor do I believe that it would be good for Peru for 
the United States to expand her empire by distorting the culture of 
Peru in any substantial way. 
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The CHarrman. Wait a minute, let’s go back to the statement you 
made: for the United States to do what ? 

Mr. Neate. To distort. 

The Crarrman. You said for the United States to expand her 
“empire.” 

Mr. Neate. Mr. Chairman, in a minute you'll be trying to lead 
me to believe that you are as naiveas Lam. [ Laughter. | 

The growth of empire is as inev itable as history is, to some extent, 
but the maintenance over the years of our good relations with Latin 
America as good neighbors s ahaiaie depends in large part upon 
our ability to permit the Latin American countries to be completely 
independent neighbors and friends, rather than something we distort 
for our own purposes. 

The CnHatrman. You are making a distinction between Latin 
America and the rest of the world? 

Mr. Nwate. By all manner of means. 

The Cuatrman. Let’s narrow this down a little. It is your idea 
that our technical assistance program should make available to all 
of the people i in Latin America a possibility to witness these demon- 
strations ? 

Mr. Neate. Mr. Chairman, I think that would be good business. 
I am not certain if it would be good business. It’s just—I'Il tell you. 
You may wonder why I don’t be a lot more positive with some of 
my philosophical business. If I had been in this business for 10 

* 12 fewer years than I had, then I could be certain. I have seen 
some pretty grave mistakes made. I have made some of them myself. 

The CrarrMan. It’s hard to be positive on any philosophical point. 

Mr. Neate. That’s a fact. I feel this way about this business, how- 
ever. That what we have done in Peru has positively touched and 
influenced, in terms of friendliness, not just a few people but millions 
of people as far as the United States is concerned. And it has done 
something that is much more important than that, in my opinion. 
It has increased the income and the living standards and the health 
standards and the education standards of other millions of people 
here. Little people—the people who might have gone on for a long, 
long time, without being a Socialist or a Communist or any other 
kind of anism. I still think that probably the greatest defense that 
the United States may have against her own possible social disturb- 
ances is stabilized democratic operations outside the United States. 

The Cuarrman. I expect that maybe we ought to get back on a 
little more factual discussion than the one we have been on lately. 

Mr. Meaper. I have a factual question. 

The Cuatirman. May I finish this statement first, Mr. Meader? 

If we get too far in the realm of philosophy, some of the members 
of the committee, I, in particular, may be. misunderstood. I have 
made a good many comments and raised a good m: ny questions which 
don’t necessarily reflect personal thinking at all, but may be somewhat 
provocative. I think this: I believe that all members of this com- 
mittee have generally been strong supporters of the point 4 program 
and I know that, personally, I have felt that the technical assistance 
program has been a very fine thing and has done a great deal toward 
strengthening our world prestige, improving our relations with Latin 
American nations. I think that has been extremely important, but 
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I still get back to trying to make a distinction between making avail- 
able to our neighbors our experience and our knowledge and our tech- 
nical capabilities without forcing them on them, and sometimes I 
think that in the United States the Government is sort of forcing 
somebody's pet philosophy without it necessarily being good for the 
country. 

Mr. Neate. I hope you will not actually ask me any questions on 
that. 

The CHarMAN. We won't have time; otherwise I would. 

Mr. Neate. Those are questions I wouldn’t attempt to answer. 

The Cuairman. I would enjoy getting into that if we had the time. 

Gro ahead, Mr. Meader. 

Mr. Mreaper. I was impressed by your statement that the Peruvian 
Government currently is spending $2,750,000 on agriculture, approxi- 
mately 2 percent of its budget. Would it be possible to tell us what 
they spent on agriculture prior to the advent of our technical assist- 
ance program ¢ 

Mr. Neate. Roughly, $284 million. You understand that $284 mil- 
lion goes basically “for —, essential operations, and into a cer- 
tain amount of research and a certain amount of politics that the 
appropriation, as such, hasn’t moved up. The expenditures, however, 
growing out of loans from local banks committed by the Government 
for its Ministry of Agriculture but considered not as part of the na- 
tional budget, but for special development and activity, International 

sank loans, and so on and so forth, the expenditure has probs ibly been 
multiplied I should say, an average per yearof at least 2 or 3 times in 
the last 10 or 12 years. 

Mr. Meaper. Is the situation in respect to the appropriations of 
the Department of Agriculture similar to the other Departments, 
Public Health, and so forth 4 

Mr. Neate. No; the appropriations in health have stepped up 5 or 6 
times in the last 12 years. Its appropriations in education have 
stepped up almost 10 times in the last 10 years; public works roughly 
10 times. What has happened is fairly simple. Farmers are without 
any organization or background for pressure, and without having 
in the last 10 years been in a position to select their own Congressmen. 
The Congressmen who are selected are from this town. They are 
people who are important to the Government administration. They 
haven’t in fact been elected by the people. They haven’t been elected 
by the farmers, even though farmers constitute a substantial volume 
of all the people. What has h: appened in agriculture in Peru is what 
he appened 1 in the United States for a good many years. 

The CuarrmMan. Does that answer your question, Mr. Meader ? 

Mr. Meaper. Yes. 

Mr. Mountain. Mr. Solana, to what extent are your program plans 
approved by the Embassy ? 

Mr. Sovana. A member of the Embassy sits on our Program Com- 
mittee and attends our regular monthly or extraordinary program 
meetings. 

Mr. Mountarn. What member is that? 

Mr. Sotana. When there was an economic counselor here, until last 
April, he sat on it. Since he left, Mr. Timberlake, along with the 
commercial attaché, has been there. 
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Mr. Mountarn. Has this been the continuing custom over the years ? 

Mr. Sorana. Yes. 

Mr. Mountarn. All of your programs are approved by the Ambas- 
sador through one of his staff officers ? 

Mr. Souana. That’s right; yes. They participate in the formulation 
of our program plans, that 1s, of course, since 1951 when TCA was 
established. 

Prior to that time, of course, there was no Program Committee. 

Mr. Neate. But with the exception of one Ambassador, from the 
very beginning of the program in 1942, there has always been clear- 
ance and understanding and program discussion with the Embassy. 

Mr. Mountary. How long have you been in this post, Mr. Solana ? 

Mr. Sorana. Three and one-half years. 

Mr. Mocntarn. Have any of your project proposals been turned 
down by the Embassy ? 

Mr. Sorana. [ll answer generally, no. There have been one or 
two suggestions from the Embassy, with respect to a program that 
we were discussing that perhaps the present would not be the proper 
time for us to institute such a program, and in those cases we have 
been in complete agreement with the Embassy. 

The Cuarrman. No arbitrary deletion of any program ? 

Mr. Souana. None at all, no. 

Mr. Mountarn. Do they approve your program on a project-by- 
project or a field basis? 

Mr. Sorana. In the course of our committee discussions and the 
planning of the program, we discuss the whole program more or less, 
but not on a project basis. We discuss the general field of activity, 
and go into some of the main projects of the activity. 

Mr. Meaper. Could we get back for a moment to a specific example? 

(The subcommittee at this point took a brief recess, at 10:35 a. m. 
They resumed session at 10: 50 a. m.) 

Mr. Meaper. We were talking about the relationship between the 
mission, ICA mission, and the Embassy, and to make the question 
specific, I want to ask Mr. Ray what part the Embassy played, if any, 
in these negotiations with the Peruvian Government concerning the 
labor training program ? 

Mr. Ray. With respect to the labor leaders, every candidate for a 
training grant, of course, is reviewed in the FE mbassy before he even 
requests a visa. It is a little bit embarrassing sometimes to request a 
visa for a man and then have him turned down. I don’t know what 
the Embassy procedures are for reviewing the candidacy of an indi- 
vidual but the names are all submitted prior to the designation of the 
grantee. 

Mr. Meaper. Who in the Embassy has to do with the training 
program of labor leaders? 

Mr. Ray. At the present time, we have a labor reporting officer. It’s 
the first time we have had one since I have been here, except the 2 
months after I first arrived. 

Mr. Meaver. That was 214 years ago? 

Mr. Ray. Yes. He was transferred. Until about 2 months ago, 
there was no one specifically in charge of labor reporting. 

Mr. Mraper. There has been no labor attaché at all in that period ? 

Mr. Ray. No; not in Lima. I think the Political Section has been 
responsible for handling all the labor reporting done, if any was done. 
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Mr. Mraper. And because labor was a particularly ticklish subject 
in this period, did the Embassy take a greater interest in it than 
other problems in which both ICA and the Embassy may have had 
an interest ¢ 

Mr. Ray. I can’t speak for the other programs. I do know that 
virtually every step of the development of the labor program in Peru 
was reviewed in the Embassy with the economic counsellor, Political 
Section, and the Ambassador. I don’t know whether this represented 
a more intense interest on a comparative basis than is given other 
programs, but I do know it was a very detailed discussion of what we 
were going to do and what we were not going to do in the labor field 
in general in Peru. 

Mr. Mraper. [’ll ask Mr. Neale. 

Would you say that the labor program was unique in a sense that 
the Embassy took a greater interest in that than vour other programs ¢ 

Mr. Neate. I wouldn’t say a greater interest. It was a different kind 
of interest. It was one of the things that they were very wary of. 
wanted to be very careful about, one of the kind of things that could 
get us into definite trouble if we hit it wrong. About the labor pro- 
gram, I might say that during all of the times that that was in 
discussion, Ambassador Tittmann, and later Ambassador Briggs 
and myself discussed the program a good many times informally. As 
a matter of fact, there is no program that we ever take up that doesn’t 
go through a period where it begins as a suggestion, a request from 
the Peruvian Government, but before any replies are given on that 
thing, there are informal discussions between the Ambassador and 
myself, or Mr. Solana and the Ambassador, the economic counselor 
= whatnot. We do our best to have here a group of people who know 
: hat they are after, who are capable of reaching a determination, 

but keeping the lanes 7 between those people and the Embassy 
people all the time. I don’t, for example, stick to the principle or 
belief that I should be the only person who ever talks to the Ambassa- 
dor about anything, and the Ambassador doesn’t, for a second, believe 
he needs to talk to me before he talks to Fred Vintinner, or somebody 
else. I think that as an official team our rel: itionships are pretty good. 

I mentioned there has been one Ambassador I didn’t get along with; 
who started out by not getting along with me. 

The CratrMan. That’s another fine distinction. 

Mr. Neare. I'll tell you, we just spent a couple of years not getting 
along with each other. We ended up, before he left, however, by 
learning to understand each other and got along pretty well. He 
supported me and I supported him, but it came the hard w ay. I 
learned a good deal about ambassadors during that period. I don’t 
ever aim to devote any further time to being a problem to coats 

sadors. [ Laughter. ] 

Mr. Meaper. That’s all, thank you. 

Mr. Sorana. I might add that a copy of all of our communications 
to Washington go to the Embassy, and any communication that deals 
with policy is initialed and approved by either the Ambassador or the 
economic counselor. 

Mr. Mraper. All of it, not just certain parts of it? 

Mr. Sorana. No; all of it. 


Mr. Meaper. But you do determine what is a matter of policy or 
not ¢ 
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Mr. Sonana. Yes, sir. 

Mr. Meaper. But that decision is made by your mission here? 

Mr. SovranNa. Yes: on the basis of our previous discussions with the 
Ambassador and economic counselor or other officers in the Embassy. 

Mr. Kwox. What has been the reaction of the farmer population to 
the farm program promoted jointly, carried by the United States 
and Peru under contract / 

Mr. Neate. I hate to answer that. 

Mr. Knox. I hope it is not too long an answer ? 

Mr. Nears. It would be long but I hate to answer because the truth 
is that the farmer that you meet almost anyplace in Peru will tell 
you immediately that SCIPA is the organization in the Ministry 
of Agriculture that is useful and available to him. In other words, 
that he, as an individual, gets virtually no cooperation except in the 
assistance and help that he gets through the Cooperative Servicio: 
that goes for all of the country. 

Mr. Knox. Well, would you think it would be fair to say that pos- 
sibly you haven't done too good a job of selling the program to the 
people you were supposed to be helping ? 

Mr. Neate. I venture to say that 90 percent of the people in the 
Ministry will tell you the same thing. You see, the Ministry with 
its extremely limited funds and the burden of going through the funds 
for regulation for all of agriculture, food, and everything else in the 
country, already has its work cut out for it. Regulations and police 
activity are not the kind of thing that people look upon as helping, 
particularly. 

Mr. Knox. Suppose the United States should withdraw from the 
cooperative program with Peru as far as agriculture is concerned. 
Has the Peruvian Government come to a full realization of what the 
program has attempted to do and the accomplishments, that they 
would pick it up and carry it on 4 

Mr. Neate. Definitely; yes, sir. This will be my own opinion, but 
my opinion is that the time has not yet come when the Peruvian 
Government would be able, through her agencies or by adopting all 
of these agencies, to continue the program and keep enough politics 
cut. I don’t mean by that that many of the elements wouldn't have 
advanced. Already some have advanced to the place where they are 
propagated in the minds of the people and they will exist there, and 
the people as a complete body will work in the direction of getting 
back to the order that they had before it was broken down. I don’t 
believe there is anything at all that any one of our servicios is doing 
today that wouldn’t keep on being done in some degree if you gen- 
tlemen were to fail to make any appropri iation for 1957. 

Mr. Knox. Now your populatien is 77 percent agriculture / 

Mr. Neatp. I think the last figure was roughly 62 percent of the 
population was wholly devoted to agriculture, but the truth is at 
least 80 percent of the population derives some part of its livelihood 
from agriculture and participates in some fashion directly in agri- 
culture. 

Mr. Knox. Are we to understand that the Government of Peru 
would deliberately ignore the needs of 70 percent of the popula- 
tion ? 

Mr. Neate. Do you know, when I was a youngster, I remember that 
the Government of the United States did a competent job of ignoring 
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the farmers, although 60 percent of the population of the United 
States was agricultural. It really wasn’t the great interest in agri- 
culture that brought about our advances at home, it grew out of the 
need of our industrial workers for more and cheaper food. ‘That 
and a need for the agricultural market. So I think that even though 
theoretically it is a fact that a high percentage of the people in Peru 
are agriculturalists, it doesn’t mean that a high percentage of the 
Government’s interest would be, or will for generations yet, in agri- 
culture. 

Mr. Sonana. I think, Mr. Knox, one thing that might clarify it: 
65 percent of the people live at an altitude of above 9,000 feet— 
between 9,000 and 12,000 feet. That is 65 percent of the total popula- 
tion. Of that 65 percent, about 90 percent are pure Indian, most 
of whom do not even speak Spanish. 

Mr. Knox. What percent? 

Mr. Neate. About 90 percent. 

Mr. Knox. Of the 65 percent / 

Mr. Neate. Are Indians, so that werks out to about 55 percent of 
the population are Indians who live At high altitudes. They make 
up the bulk of the people, dependent upon agriculture for their live- 
hhood. 

Mr. Kwox. Thank you all. 

Mr. Mountarn. Mr. Solana, at what time in the fiscal year are you 
called upon to make a program presentation to Washington for the 
ensuing year ? 

Mr. Souana. We are currently working on our 1957 presentation, 
which has to be in Washington by November 7. A summary of our 
1957 presentation went to Washington in the form of a cable last 
week, 

Mr. Mounratn. This would be the normal pattern? 

Mr. Sotrana. More or less. 

Mr. Mountain. October to November? 

Mr. Sotana. October to November, maybe the latter part of Sep- 
tember through the early part of November. 

Mr. Mountatn. At what time during the fiscal year do you normally 
get your allocation funds? 

Mr. Sotana. This particular year, for 1956, we got our allocation 
of funds just a week ago. 

Mr. Mountain. What was your experience in 1955? 

Mr. Sorana. In 1955 we didn’t get our program approval until 
December 31 of 1954 and we didn’t get a firm allocation of funds until 
about 2 or 3 weeks later, sometime in January—the latter part of 
January. 

Mr. Mounrarn. So that in fiseal 1955, half the year had gone by——— 

Mr. Sorana. More than half the year had gone by before we could 
really make a firm program plan. 

Mr. Mounratn. Did this have any impact on the sizable unliquidated 
obligations we have seen here ? 

Mr. Sonana. Yes; it definitely did. The fact that a number of 
programs had been in the planning stage for a year or longer and 
we were unable to do anything about them until April or May. Also, 
it held back recruitment and our training program, because we were 
in =. — dark as to just exactly how much money we would have 
available. 
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Mr. Mounrarn. But for fiscal 1956 vou do know it ? 

Mr. Sotana. Within certain limits; yes. 

Mr. Mounrain. Do you have a partial approval? You have two 
programs, I believe. You submitted one total program and vou now 
have approval for a certain segment of it to be implemented ¢ 

Mr. Souana. We have approval for the total plan and within that 
total program we have approval for implementation of a certain 
segment of it. 

Mr. Mountain. To what extent are you required by ICA, Wash- 
ington, to add certain things to your program that you have not 
previously submitted ¢ 

Mr. Sovana. I would say to hardly any extent at all. In fact, I 
would say no extent. 

Mr. Mounrarn. It has not been your experience that Washington 
has cabled you to get a certain type of program underway which you 
have not already put into effect ? 

Mr. Sotana. No, no. 

Mr. Neate. It was in our experience, but not during the last 2 years. 
It was a common experience prior to the last 2 years, since the in- 
ception of TCA. 

Mr. Mounratn. Has it been your experience during the last few 
years that you have had instructions to obligate certain funds before 
the close of the fiscal year ? 

Mr. Soiana. Only in those cases where we had a firm program plan 
where we had prior approval to carry out that part of the program if 
funds become available. For instance, we signed a contract with the 
San Marcos University to carry out a program in chemical instru- 
mentation, chemical analysis through instrumentation, tied in with 
our industrial hygiene program and general public health program. 
The money did not become available until mid-April and we signed 
the agreement at the end of April, April 27. Then also in fiscal 1954 
we had 2 contracts with the University of North Carolina, 1 in textile 
engineering instruction and 1 in sanitary engineering instruction with 
the U niversity of Engineers. Those contracts were for 3 years but 
because there were not sufficient funds available in 1954 the money 
was provided only for 2 years’ operations, so we were provided with 
funds in April of last year out of 1955 funds to obligate for the third 
year of the contract. 

Mr. Mountain. Do we understand that it is possible for you to 
enter into a 3-year contract, having on hand only the funds for the 
first year? 

Mr. Souana. Yes. 

Mr. Mounrarn. It is possible? 

Mr. Sotana. It is possible. 

Mr. Neate. We have never done it. 

Mr. Sotana. We have done it on a 2-year basis. 

Mr. Neate. I don’t believe we would ever do it, either, because we 
wouldn’t possibly be willing to commit our whole program to what 
might happen if we didn’t gret the succeeding year’s. appropriation. 

Mr. Mountarn. Over what period of time do you have to forecast 
your program, Mr. Solana? For an ensuing fiscal year ? 

Mr. Soiana. Well, on some of our programs we have had to more 
or less forecast for 2 years in advance. 
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Mr. Mountain. You have recently been asked by ICA, Washing- 
ton, to submit program plans for the future / 

Mr. Sotana. Yes; we have. 

Mr. Mountain. For what period of time? 

Mr. Sotana. Through 1960 fiscal year. 

Mr. Mountatn. So this is a 4-year program ? 

Mr. Sorana. Yes, through 1960, through the life of the Institute 
of Inter-American Affairs. We have just sent a preliminary sum- 
mary to Washington last week on that. 

Mr. Mountain. What was the deadline given to you for that pre- 
sentation ¢ 

Mr. Soutana. October 17. 

Mr. Mountain. When was the request made? 

Mr. Sotana. October 7, or 10. It was received over a weekend. 

Mr. Mountatn. No further questions. 

The Cuamman. Did you get it off? 

Mr. Sotana. Yes; we did. Mr. Timberlake and I worked on it 
Sunday the 16 and got it off. 

The Cuarrman. Do you feel pretty good about the accuracy of 
it? [Laughter. ] 

Mr. Neate. I don’t think that needs an answer, I really don’t. 

As a projection of what you are actually doing now, it’s not bad, 
but so far as providing the latitude for the kind of planned adjust- 
ments the way we ought to go into these things, it doesn’t. 

The CHamman. It couldn’t be too accurate. 

I expect we are about out of time. 

I want to express my great appreciation for the friendly and co- 
operative reaction the committee has had here today. The assistance 
we have had from all of this group. Thank you very much, Mr. Neale. 

Mr. Neate. Mr. Chairman, it was a pleasure to have you. We don’t 
contemplate these things being pleasant, but we only hope that we 
haven’t distorted the picture in your mind, and we hope, of course, 
that you will give us an opportunity, if there are things that didn’t 
turn out to be clear enough, to provide the specific figures. 

The CuamrmMan. Of course, we will be glad to. And, again, our 
sincere thanks. 

(The meeting then adjourned at 11:20 a. m.) 
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Exurit A 
DATA ON UNITED STATES OPERATIONS MISSION 


PERU 
I. United States mission: 
A. Ambassador: Ellis O. Briggs. 
B. Director, United States operations mission: John R. Neale. 
C. Servicios: 
1. Servicio Cooperativo Inter-Americano de Salud Publica (Public 
Health). 
2. Servicio Cooperativo Peruano-Norteamericano de Educacion (Educa- 
tion). 
3. Servicio Cooperative Interamericano de Produccion de Alimentos 
(Agriculture). 
4. Programa Cooperativo de Experimentacion Agropecuario (Agricul- 
tural Experimentation). 
D. Organizations under contract: 


Contractor Effective Amount Type of work 





ON Nov. 6, 1952 $27,000 | Public health. 





2. International Development Services__........-- ...-| June 9, 1954 24,700 | Agricultural survey. 
3. University of North Carolina... .................... June 18, 1954 526, 300 | Agricultural research, 
4. University of North Carolina. -.-. .................... June 25, 1954 300,000 | Textile engineering. 
5. University of North Oarolina.. .....................]..... i scuwes 184, 277 | Sanitary engineering. 


4 
2 
? 
i 
¥ 


E. Number of mission personnel : 


Technical 
| Tent. )} Administra- assistance 
| Total ‘et : . 

tive funds program 


funds 


Total as of Mar. 31, 1955 


1. Government personnel total 


(a) United States nationals a ee 
(6) Foreign nationals (ébuamunibandimee Lntdedhipoundl 


2. Contract personnel, June 30, 1954...............-.--.-.------| 8 0 8 


F’. Date of basic technical assistance agreement: January 25, 1951. 

II. FOA program objectives : 

Contribute to basic economic development and stability by increasing food 
production, improve level of health, raise educational and literacy levels, assist 
in more effective development and utilization of natural resources for industrial 
expansion, and thus create opportunities for increased capital investment. 

(a) Agriculture——lIncrease production of home-grown food supplies and 
specialty crops for export through cooperative programs in agricultural research 
and extension, improved food processing, livestock improvement, more effective 
utilization of farm implements and machinery, demonstration farms, soil and 
water conservation, rubber development, and maximum sustained utilization of 
fishery resources. 
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(bo) Private investment.—Opportunities for investment of private capital are 
being realized through the sheep raising, jungle development, and well-drilling 
projects. 

(c) Health and sanitation.—Assist in operation of health facilities, conduct 
demonstration projects in industrial hygiene, vital statistics, social welfare, 
housing, and nutrition, increase health educational activities, and train profes- 
sionals and subprofessionals in public-health activities. 

(d@) Education.—Redirect rural education to better serve needs, establish 
teacher training at higher level and develop industrial economy through voca- 
tional education 

(e) Industrial development.—Assist in development of medium and small 
industry in establishment of employment centers for better manpower utilization, 
and in the orderly development of mineral resources. 

(f) Transportation.—Aid in developing transportation potential through im- 
provement of coastwise shipping and civil aviation industry. 

III. Net activity (as of March 31, 1955) : 


{In thousands of dollars] 











Fiscal years 
Total 
1952 1953 1954 1955 | 1956 
Ps occipital cis seca Ac ee ae eae $2, 413 | 2, 705 
Allotments - -- - - iene hat —noedt $1, 869 $1, 887 $2, 135 WE wits a 
Bo a ae atmiaieedeay . 1, 828 1, 702 2, 351 Re Na cane 
Expenditures ae ein? bine 1, 021 1, 863 1, 229 1, 252 | 
Estimated host country contributions: 
Equivalent United States dollars : . 1, 956 2, 347 271 | 3, 989 4,470 
Ce et SE SURI Wi donk a siecnnnawn anna () () 143 | 1, 748 1, 987 
' 
1 Not available. 


IV. Program fields of activity :* 


[In thousands of dollars] 


| Fiscal years 
| a 
| 1956 pro- 

| posed to 

| Congress 


1954 actual | 1955 estimate 








Technical cooperation: 





Agricultural and natural resources --............--..-.-.--- 1, 257 | 1,035 927 
Reeenees Bin GUIIREIONE. 5 5 non cece connencse as 511 | 418 462 
Edueation...........- cpulin cen CR Le Beets 251 337 356 
Ea I coca bn lil elmo 300 297 308 
4) 68 SS ee ea ee 12 32 77 
PI TN i a i, me 24 50 55 
Labor ed aL she ae rae rei es ae 20 63 g8 
General and community development____...-...-----.--- 29 29 39 
Me aa Te ] 4 152 | 393 

eee ee A ie eS SS 2, 408 2, 413 2, 705 





1 Adjustments in obligations subsequent to close of fiscal year are not distributed by 
field of activity. 
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V. United States and IBRD capital: 


{In millions of dollars] 


Calendar years 


1951 | 1952 1953 


Export-Import Bank disbursements sechihamapaditieadiaduad cistnreeinaeten 5 10 
IBRD disbursements. Seti as iat 2 
United States private investment (net): i 
New direct investment _. ‘ 2 30 | 
Reinvested subsidiary earnings. ._ a ana j , } —1 
Book value of United States direct: Private invest- 


ment... pahdia dich bali add wetpicul 145 197 


1 Undisbursed Export-Import Bank balance, Dec. 31, 1954, $106.8 million. 
2 Undisbursed IBRD balance, Dec. 31, 1954, $6.6 million. 


EXHIBIT B 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, 
WASHINGTON, D. C. 


Lending operations to date in Peru 


{Expressed in United States dollars] 


| 
Borrower Date | Purpose | Amount 
} 

SUI... 1: inialnlenaacsitn Reload Deepal ek kcasiee anil | Jan. 23,1952 | Port improvement at Callao | $2, 500, 000 
Peru -----------| July 8, 1952 | Agricultural development. 1, 300, 000 
BOR; Ge Ge inte dadckiccepdcemieuniias 1, 700, 000 


| 
Nov. 12, 1954 | Shae ~ a 2.-2----| 5,000,000 
| 


Agropecuario. 
Peru ‘ cian daniels seated tactic ia --2--| Apr. 5,1955 | Irrigation project 5 18, 000, 000 
Peru (guarantor): Companhia Nacional | Apr. 19,1955 | Construction of cement plant 2, 500, 000 

de Cemento Portland del Norte. 


ors} 
| 
------0.----| Aug. 5,1955 | Highway maintenance program. --| 


5, 000, 000 
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UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


MONDAY, OCTOBER 24, 1955 


Hovusrt or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Lima, Peru. 

The subcommittee met at 9:10 a. m., in the American Embassy, 
Lima, Peru, Representative Porter Hardy, Jr. (chairman of the sub- 
committee) presiding. 

Present: Representatives Porter Hardy, Jr. (presiding), Jack B. 
Brooks, George Meader, and Victor A. Knox. 

Subcommittee staff members present: Mr. Maurice J. Mountain, 
counsel; and Walton Woods, staff investigator. 

Also present: Clare H. Timberlake, counsel of Embassy; Carl 
Breuer, first secretary ; Alan Fisher, acting public affairs officer; F sed. 
erick L. Royt, commercial attaché; George H. Day, agr icultural at- 
taché: Powhatan M. Baber, administrative officer; Carlos Yordan, 
disbursing officer; John R. Neale, Director, United States operations 
mission to Peru; and J. Ramon Solana, program officer and special 
assistant to director, United States Operations Mission. 

The Carman. It might benefit some of your people who are not 
familiar with the purpose of our trip if I outline very quickly what 
we are doing. The committee has been engaged in a study of the 
administration of overseas personnel of the State Department and 
related agencies for a period of some months. We have held hearings 
in Washington. In the course of those hearings, there were certain 
gaps in the information which we felt was desirable to have and the 
only place we could get it was in the field. We chose Latin American 
territory with the idea that it would probably furnish us enough in- 
formation to be generally applicable so we could draw some conclu- 
sions from an overall standpoint. We don’t want to embarrass any- 
body but sometimes our questions are misunderstood and every now 
and then some enterprising individual tries to figure out what is behind 
a particular question from a member of the committee, and he can 
get as far off base as possible, because very often the question doesn’t 
indicate the way we are thinking at all. 

With that general bae keround, I think we can proceed. 
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STATEMENT OF CLARE H. TIMBERLAKE, COUNSELOR OF EMBASSY ; 
ACCOMPANIED BY CARL BREUER, FIRST SECRETARY; ALAN 
FISHER, ACTING PUBLIC AFFAIRS OFFICER; FREDERICK L. 
ROYT, COMMERCIAL ATTACHE; GEORGE H. DAY, AGRICULTURAL 
ATTACHE; POWHATAN M. BABER, ADMINISTRATIVE OFFICER; 
CARLOS YORDAN, DISBURSING OFFICER; JOHN R. NEALE, DIREC- 
TOR, UNITED STATES OPERATIONS MISSION TO PERU; AND 
J. RAMON SOLANA, PROGRAM OFFICER AND SPECIAL ASSISTANT 
TO THE DIRECTOR, UNITED STATES OPERATIONS MISSION 


Mr. Trmpertake. Mr. Chairman, members of the committee, all of 
us here are happy to have you with us. We are hoping to learn more 
from you perhaps than we can give you in return. Weare all available 
and I hope everybody will be perfectly frank on the two points the 
chairman made. Since there is a stenographic record being made, 
will you, as you answer questions, identify yourself with a title and 
speak loudly and clearly enough for the stenographer to hear you? 

The CuarrMan. On the point of going off the record, there may be 
times when, in the judgment of the individual testifying, we will want 
to discuss information that ought not to go on the record at all. If 
such a situation should arise, we'll take that into account at the time 
and consider discussions without the record. 

Mr. Trmpertake. My name is Clare H. Timberlake, counselor of the 
Embassy and chargé d’affaires. 

I think it might be well to compare, in a very brief way, the kind 
of Government which he have in Peru with our own so that some of 
the differences which I think are apparent to those who have spent 
time in Latin America come out. Very often I think in the States 
we tend to think of all democracies as similar to our own, when in 
many respects these democracies in Latin America have different 
origins and work slightly different from our own system in the States. 
I think that is due to the fact that the settlers brought from England 
a long history of achievement of democratic forms. In Peru, no such 
history made up the life of the early settlers here. They were Spanish 
who came from a system that was authoritarian and they planted the 
same system here in perhaps greater degree than at home. This civili- 
zation was overlaid on the equally authoritarian Inca and pre-Inca 
civilizations and developed the attribute of democracy by chipping 
away at authoritarianism, whereas in the States we already had such 
attributes. 

And that perhaps explains in part the fact that your form here 
tends to be a little more rigid than in the States and there is less 
familiarity with the practice of democracy than we know. That is 
simply by way of background. 

We have in Peru a constitutional democracy. It operates under a 
general constitution which has been approved by the people. The 
Government itself today came into being through revolution in 1948, 
when Maj. Gen. Manuel A. Odria led a revolution and made himself 
president and 2 years later it was confirmed by popular elections in 
which he won. But in Peru, as in nearly every other country in Latin 
America, parties tend to be personalized rather than as we know them 
as the American party system. In other words, they are constella- 
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tions of individuals gathering around one political star, if you like, 
and stay there only as long as he is bright enough to be politically 
attractive. They are usually challenged only by someone else who 
has sufficient appeal to gather people around him. 

Often these changes are achieved by revolution but more, in recent 
vears, by elective processes. We are now in an election year. Next 
June 4 will be held an election for the President and members of the 
legislature in Peru. Here, incidentally, the deputies and senators are 
elected along with the President for a period of 6 years. So that, 
rather than our system where you have elections every 2 years for the 
Congress, and elect Senators for 6 years, in Peru the turnover is 
complete every 6 years. No one would venture a guess here as to what 
is likely to happen in the election next June. They are really only 
beginning to get underway. What seems most probable to us 1s that 
2 new party called the Restoration Party is in the process of being 
formed and is designed to carry out the programs identified closely 
with President Odria. 

This party is being established by founding local chapters in all 
principal centers of Peru and it seems to be directed by the President. 
This does not mean, and it is not said, that the party has any intention 
of preserving the President in power. Its program is designed to 
perpetuate the ideas in government, particularly economic and social 
welfare, which were introduced by the present administration. They 
feel they are good and want them to be continued. This party is 
dedicated to support a government which will continue such policies. 
So far, we have not been teld who is likely to be the candidate of that 
party. There are a number of guesses but we have to leave them 
strictly as guesses so far. We know there is one opposition candidate, 
Manuel Prado, who is in the field and has a good deal of popular 
appeal. He is an ex-President of Peru. No other candidate of any 
real stature has yet declared himself, so that the outlook so far in an 
election year is not what it would be in the United States, or in other 
countries such as France or in England where there are established 
parties which have traditional programs and where the candidate may 
be at least narrowed to a few for each party. That’s one of the large 
question marks in Peru. 

So far as our political relations with Peru are concerned, I think it 
is true that they have been extremely good over a long period of years. 
There are perhaps several explanations for it. Among other things, 
the Peruvian economy is not strictly competitive with the American 
economy. It is complementary rather than competitive. They take 
manufactured articles, machinery, tools, and finished products, from 
the United States and they ship raw materials, ore and semimanufac- 
tured metals to the United States. There isn’t any conflict between 
our two economies, which gives us a better position in Peru than in 
other countries. Our problems have been more in the international 
field rather than bilateral field. The principal one at the moment is 
the territorial waters question which involves the assertion of juris- 
diction by Chile, Peru, and Ecuador over territorial waters extending 
200 miles from their coasts. That runs directly in conflict with our 
own assertion of a 3-mile limit for territorial waters, way short of 200 
miles. It affects our people fishing tuna, skipjack, and other fish 
found off the coast of Peru much closer than 200 miles. We have just 
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gone through a conference in Santiago with the three countries in an 
effort to adjust differences on the conservation issue so that we would 
not be in conflict with them, but working with them in conservation 
schemes benefitting those three countries, leaving aside the juridical 
aspect of it. That conference recently concluded without any result. 
They are consulting with their governments what the next step should 
be. That was a difficult problem for us beginning last spring, because 
these countries. Ecuador and Peru—not Chile—did capture American 
vessels fishing inside the 200-mile limit and applied fines to the vessels 
and, in one case involving Ecuador, there was a shooting match in 
which one American seaman was wounded. 

These incidents are naturally disturbing to our relations, and our 
interest and their interest in attempting to arrive at some kind of solu- 
tion is great. They are not willing to give on the question of the 
juridical aspect, still claiming 200 miles. We have taken exception 
to any assertion of jurisdiction beyond 3 miles, but have not taken 
exception to the intention which they have asserted caused them to 
make this claim to a 200-mile limit. That assertion was they wished 
to conserve the fisheries off the coast of these three countries. We 
offered to submit the question, the juridical question, to the Interna- 
tional Court of Justice but Peru, Ecuador, and Chile are not signa- 
tories of that clause in the Charter of the Court of International 
Justice which makes the jurisdiction of the Court mandatory. It’s 
optional with these three countries. While we have accepted the man- 
datory jurisdiction of the Court, these countries have not, so to put 
the question to the Court would require the agreement of these three 
countries and they have not so far indicated they will agree to do it. 

The other problem with which we are now dealing is the one of the 
Ecuador-Peruvian border. That has not been completely demarcated 
although the Rio protocol of 1942 set up the method of establishing 
a final and accepted border between the two countries. That protocol 
was signed and ratified by the legislatures of Peru and Ecuador and 
orovides the formula for ascertaining and demarcating this frontier 
Lereesn the two countries. Recently there was a border incident 
followed by a claim laid before the Organization of American States 
by the Ecuadoran Ambassador in Washington, asserting that Peru 
was massing troops on its side of the frontier with the intention of 
attacking Ecuador. While this was lodged as a complaint in the 
Organization of American States, it was tabled, for the moment, by 
that Organization because of the fact that under the Rio protocol the 
United States, Brazil, Chile, and Argentina were declared guarantors 
of the protocol itself. So that this was a problem which belonged 
more properly in the hands of the guarantors under an existing in- 
strument, the Rio protocol, than it did before the Organization of 
American States, and since the guarantors were engaged in hearing 
this complaint already, the Organization of American States held 
the question in abeyance until it could be decided by the guarantors. 

The military attachés of the four guarantor powers stationed in 
Lima and Quito, were constituted as a committee on the spot. 
The attachés in Ecuador and Peru examined the charge laid by 
Ecuador by investigations on the frontier and reported to the guar 
antors their views on whether the charge was justified or not. Their 
final report has been submitted to the guarantors but has not been 
published by the guarantors. They also investigated an incident 
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that occurred on the border at Yaupe, and reported on that. Our posi- 
tion is as one of the guarantors, and we are not engaged in any uni- 
lateral effort to mediate or in any other way affect the : outcome of the 
dispute. The guarantor commission is normally constituted in Rio, 

with the ambassadors of the other guarantor powers at that capitol 
sitting as members of the commission. 

Those are our two problems in Peru at the present time, politically. 
Peru’s relations, generally, with surrounding states have been good 
with the exception of border problems, which from time to time have 
bothered them, between Chile and Peru, Colombia and Peru, Brazil 
and Peru, and Bolivia and Peru. Most of them are quiescent; the 
only one now active is the one with Ecuador. 

On the economic side, I said before that our relations were com- 
plementary rather than competitive with Peru. Peru is largely agri- 
cultural, something like 85 percent, with the great bulk of agriculture 
of a productive, m market nature coming out of this coastal plane. 
About 60 percent of the people live in the high mountains with sub- 
sistence agriculture as the rule, and not much produced for the market. 
Those living behind the Andes in the jungle are the least productive 
from the standpoint of agriculture, because it is sparsely populated, 
communication is almost nonexistent and there is no way of getting 
produce out to market. The principal agricultural products are 
cotton and sugar, from the standpoint of cash crops. Their cotton 
doesn’t compete with ours, particularly, because it is extra long staple 
cotton. Their sugar enters the States in small quantities but has been 
sold in other countries in much larger amounts. Argentina used to 
be their big market for sugar. Mining is the area in which we take 
more from Peru than anything else. We have a very wide variety of 
minerals in this country, most of which have been exported at one time 
or another. They have zinc and lead, tungsten, antimony, gold, silver, 
and many other metals. The development in Peru has been rather 

rapid over the past few years because of a new mining code which 
has made Peru an attractive investment place for foreign capital. A 
number of American companies have been working in this field for 
years and have been stimulated to increase their investments and 
spread them through new mining companies. For example, in Toque- 
palo, there is an association of 4 American companies which have 
together invested $100 million in a copper project at that point, the 
$100 million from the companies being matched by $100 million from 
the Export-Import Bank, which makes it one of the largest potential 
mines in Peru. In fact, if the hopes of the companies concerned are 
realized, Peru will come into a position second only to that of Chile 
as a producer of copper. 

The only other major project for the future is petroleum. It was 
developed in Peru almost as early as in the States, but nothing like 
the same extent. Back of the mountains, in here [pointing to map] 
almost to the Ecuadoran border, there is a belt in which the com- 
panies firmly believe large quantities of oil will be found. If that 
turns out to be true, then Peru could well become a major producer of 
petroleum. The question is not whether petroleum exists there. I 
think all the signs that could be read indicate it is there. The ques- 
tion is in what quantities. One of the reasons why that is a large 
question is because this range of mountains is high and to get oil out 
of there, it will have to be br ought across the mountains, one way or 
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another. It is expensive, whether by pipeline or rail transportation. 
In either case, the investment would have to be large, and only very 
large quantities of oil would justify that sort of investment. For- 
eign enterprise has enjoyed a pretty good break in Peru. Profits 
can be remitted and capital can be retired through taking out and 
Peru’s policy is liberal in granting exchange for the withdrawing of 
proper amounts toward the amortizing of capital invested here. 

The Cuairman. Do you know the amount of capital invested by 
United States citizens in Peru? 

Mr. Trmpercake. I think Mr. Royt can give you that. 

Mr. Royr. My name is Frederick L. Royt, second secretary and 
commercial attaché. 

The estimate we made as of the end of 1954 was that Americans 
had invested $325 million in all types of enterprises of which the 
major portion was in mining and almost an equivalent portion in oil. 

Mr. Mounratrn. Does that mean that there is a large amount also 
of portfolio investment by the United States in this country as well / 

Mr. Royr. Yes, sir; it is very difficult to estimate that though. 

Mr. Mounrarn. I believe we had some estimate from Washington 
that the amount of direct private investment was at the level of $259 
million. I would assume that the difference between that figure and 
the one you gave was in portfolio. 

Mr. Royr. Yes, sir. 

The Cuatrman. Unless it was in addition to the $325 million. 

Mr. Mounrain. That would be a difference of $75 million in the 
clirect investment. 

Mr. Royt. This is a very rough estimate. There is so much capital 
held in the form of bearer shares that it is extremely difficult to make 
an accurate estimate. 

The CHatrman. Maybe it’s a good time to get to other questions 
I have in mind. I was interested in your observation about the 
Peruvian economy not being competitive with the United States 
economy. Jnsofar as our trade relations are concerned, what are 
the principal items that Peru imports from us now / 

Mr. Timpertake. Manufactured articles, finished goods, machin- 
ery, supplies. 

The Cuarrman. Are we promoting a considerable development of 
industry which will reduce Peruvian requirements for manufactured 
items from the United States? 

Mr. Timpertake. Well, I think in all fairness I must say there is 
an increase in manufacturing here which will probably, in the short 
run, at least, reduce imports of some American manufactured articles. 
I am not sure in the long run that will necessarily decrease the market 
for American products here. If it improves the local economy by 
raising the standard of living here, it seems to me more American 
goods will be sold here than less. 

Mr. Royr. The amount of capital held, direct investment, as at 
the end of 1954, was primarily in mining and petroleum and only 
approximately $50 million in other enterprises, so the American 
capital going into industry here is a very small portion of the total 
amount. 

The CuHatrman. What agricultural commodities does Peru take 
from the United States? They get some wheat, don’t they ? 
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Mr. TimpertaKe. Wheat, butter—not very much of that, I’m afraid, 
now. Fats. These are in millions of dollars; $3.2 million in grains 
and preparations ; wheat, flour and others; fats and oils $2.7 million. 

The CuarrMan. Has that been consistent or up and down / 

Mr. Trmpertake. I’m afraid in grain the line has been more down 
than up. In the past they bought more wheat from us than they have 
in recent years. 

Mr. Brooxs. Pardon me, Mr. Chairman. Is that wheat all under 
Public Law 480? 

Mr. TrmpertaKke. Not all, because there is a requirement that they 
buy certain amounts outside. 

Mr. Brooks. But they match it? 

Mr. Timpertake. Yes, the matching part has been outside Public 
Law 480. 

Mr. Brooks. What is the breakdown on that? How much did they 
buy under Public Law 480 and how much on the market / 

Mr. Day. My name is George H. Day, and I am the agricultural 
attaché at the Embassy. 

In fiscal 1955, they bought 32,000 tons of wheat and flour outside 
of Public Law 480. Under Public Law 480, about 8,000 tons. That 
was fiscal 1955. In fiscal 1956 to date about 43,000 tons out of a total 
of 52,000 tons. 

Mr. Brooks. 43,000 tons? 

Mr. Day. 43,000 tons out of a total of 52,000 tons, 

Mr. Brooxs. Under Public Law 480? 

Mr. Day. That’s right. 

Mr. Brooxs. They really got in this year. 

Mr. Day. That’s right. 

The Carman. The amount of wheat that now comes in under 
Public Law 480 does not help their trade balance. 

Mr. Trmpertake. It’s local currency and, therefore, has no dollar 
equivalent. 

Mr. Day. It helps in this way. For a great many years the exports 
to the United States have been considerably less than the imports 
from the United States, so that to the extent they don’t have to pay 
in foreign exchange, it improves their balance and ability to pay in 
exchange, for the “present time at least. In other words, their soles 
stay here. Their trade balance for a number of years has been decid- 
edly one of imports from the United States. 

The Cuamman. So, in effect, Public Law 480 is helping balance 
Peru’s trade account ? 

Mr. Day. To some extent. 

The Cuarrman. To what extent is it doing anything else actually é 

Mr. Brooks. What is the value of the 43,000 tons of wheat out of 
the 52,000 they bought under Public Law 480? 

Mr. Day. Of the 4 43,000? 

Mr. Brooxs. Roughly, 80 percent of the total to date. What is the 
total value in dollars we can figure on? 

Mr. Day. It is approximately $3 million. 

Mr. Royv. I figure $2,800,000. 

Mr. Day. That's about right. 

The CHarrMan. That’s on Public Law 480 wheat ? 

Mr. Day. Yes, sir. 

The Carman. Have you got a fixed exchange rate? 
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Mr. Day. Yes; 19 soles to the dollar. 

The Cuairman. In other words, your exchange rate is fixed at about 
the current market rate? 

Mr. TrmpertaKe. The exchange rate is free. 

Mr. Day. That’s not fixed. It follows, the actual payment is in 
soles. As long as the rate is controlled and affected by the $30 million 
fund and the rate stays at 19. That is the certificate rate that has 
been in effect with respect to all deposits. It is not absolutely fixed. 

The CuatrmMan. Does the contract under Public Law 480 specify a 
fixed exchange rate? 

Mr. Day. No, sir. 

The Cuarrman. That’s different from what we have had elsewhere. 
So your contract provides that the exchange rate will be based on 
the current free market rate ? 

Mr. Trmpertake. Yes, sir. 

Mr. Brooxs. What I was trying to bring out is they bought about 
$3 million worth under Public Law 480 and the CCC cost to the 
United States was probably $5.5 million for that $3 million worth. 
I’m just trying to get an idea of how much we lose under Public Law 
480. 

Mr. Timpertake. You can’t get an idea from that because you lose 
the difference twice. On top of that, in many countries you lose the 
rest of it, too, because of the fixed exchange rate. 

Mr. Brooxs. Is there any way they do transfer the funds we take 
in for commodities like this in Peru, or Bolivia or Chile? Can’t they 
sell them to American firms dealing down here at decent exchange 
rates, thereby not standing that loss? 

Mr. 'Trmpertake. I don’t think it’s provided in the contract. 

Mr. Brooks. But it should be. 

The CuatrMan. Before we talk about that maybe we better find out 
what the specific purpose is of these 480 funds, what they can be used 
for. 

Mr. 'Timerer.aKe. They are reserved in amounts specified for the use 
of American Federal agencies in Peru to meet local obligations. The 
balance is then available for investment development projects. 

The Cratrman. How much is available for each of those purposes? 

Mr. Yorpan. I am Carlos Yordan, disbursing officer. 

There are a million dollars earmarked for United States Govern- 
ment expenditures, and we sell local currency to all United States Gov- 
ernment agencies in Peru. They cannot use dollars to acquire soles. 
They have to obtain their soles from us. 

The CHairman. Then you have a million point eight dollars’ worth 
of soles available for additional expenditures in connection with your 
ICA program, or, I should say, point 4 program ? 

Mr. Trmperiake. In development programs, it would be along the 
same lines. 

The CHatrman. Can’t they be used directly for ICA? 

Mr. Sotana. We acquire the local currency for local administrative 
costs out of this million dollars. 

The Cuamman. Who gets the million point eight? 

Mr. Sotana. That’s the part which Mr. Timberlake said is used 


for development projects through point 4. 
The Cuatrman. How do you use it? 
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Mr. Timpertake. By request of the local government which has 
to be approved by the Director of the ICA, for projects which come 
within the limits established by Public Law 480. In other words, the 
objectives of the program must be in accordance with it. That is if 
these projects are in accordance with the principles established and 
objectives established in the 480 agreement with Peru, then the Di- 
rector may approve them and they become available for development 
projects in Peru. 

The Cuatrman. Has the ICA Director approved any ? 

Mr. Trmper.ake. Yes, sir. 

The Cuarman. All right, let’s take a specific situation. In the 
ICA budget request for fiscal 1956, I believe there was approximately 
$900,000 for agricultural programs, technical-assistance programs. 
My recollection is that under the contract it was contemplated that 
our direct contribution to the agriculture activity of ICA would be 
about $900,000, and the direct contribution of the Peruvian Govern- 
ment would be somewhere in the neighborhood of a half million. 
Now, am I to understand that subject to a finding that there is need 
for additional funds in keeping with the criteria established in the 
agreement, the Director might approve another half a million dollars 
worth of counterpart funds for expenditure in connection with the 
agricultural program ? 

Mr. Sotana. I think the important point is that these funds are 
loaned to the Peruvian Government in accordance with the agreement 
entered into with Peru. They are not a direct grant or a gift to Peru. 
Peru signs a loan agreement with the Export-Import Bank whereby 
they agree to return the funds in soles generated by the purchase of 
Public Law 480 wheat and surplus commodities. 

The Cuatrman. Where does the Export-Import Bank come into 
that ? 

Mr. Sotana. Under the Agricultural Development Act they are 
the agency which handles the loans to the foreign government. In 
the case of Peru, the use of 480 funds in Peru is on the basis of re- 
payable loans. So Peru has agreed to repay to us during a 20-year 
period at an interest rate of 4 percent the soles which we have turned 
over to them. And they have also agreed to repay half of that 
amount in dollars, at a rate of 3 percent. The other half in soles. 
But the loan agreement is established on such a basis that it actually 
is tantamount to complete repayment in dollars because when they 
repay to us in soles, part of the amount loaned to them, we have the 
right to convert those soles into dollars and return them to the United 
States. They also agree in effect to guarantee the United States 
against any exchange loss. 

The Cuarmman. Let me see if I can simplify this a little. Of this 
$2,800,000 that is derived from the sale of this particular wheat under 
the Public Law 480 program, $1 million of that is available to the 
United States Government agency for United States Government use. 
$2,630,000 of it becomes a loan fund ¢ 

Mr. Sorana. Yes, sir. 

The CHarrMan. Available for loan to the Peruvian Govern- 
ment 

Mr. Sonana. Yes, sir. 

The Cuairman. On a 20-year basis with interest at 4 percent’ and 
part of it repayable in dollars and part in soles 
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Mr. Sovana. Yes, sir. 

The Cuatrman. And for the purposes of administering such loan 
funds, the Export-Import Bank is employed, is that right ? 

Mr. Soxtana. The Export-Import Bank signs the agreement to 
loan the fund between the Peruvian Government and the United States 
Government. Then ICA is charged with supervising the utilization 
of those funds and we enter into a project agreement with the Peru- 
vian Government in which it is specified that these funds will be used 
on projects which are considered worthwhile and which further the 
objectives of both countries in the development problems of Peru. 

The CHatrMan. Well, does the Export-Import Bank become the 
fiscal agent for the handling of this entire $2.8 million? 

Mr. Sorana. No, the money is deposited in the Central Reserve 
Bank in soles, in the name of the United States Treasury. 

The Cuatrrman. The entire proceeds are deposited in the name 
of the United States Treasury ? 

Mr. Souana. Yes, sir. 

The Cuatrman. That’s different from what we have other places. 

Mr. Mounratn. Mr. Solana, is there an agreed percentage of direct 
United States uses and development loans ¢ 

Mr. Souana. Yes. 

Mr. Mountain. What is that percentage? 

Mr. Sonana. I believe the figure is a little higher than 2.8. We 
have an agreement, the first agreement, for the purchase of surplus 
commodities for a total of $3.63 million, of which $1 million is for 
United States Government use and $2.63 million is available, or will 
be, for loan to Peru for expenditure on projects jointly approved by 
the two Governments. 

Mr. Mounrarn. Is there any agreement that the United States 
use of the million will be over and above their normal requirement 
for soles? 

Mr. Sotana. The agreement states that this million dollars’ worth 
of soles will be used for United States uses in Peru and also for the 
purchase of strategic materials if we so desire. 

Mr. Mounrarn. Then out of this $1 million you can defray any 
and all kinds of United States expenses? 

Mr. Souana. Yes. 

Mr. Mounrain. So we should see reflected in the local costs of 
United States agencies a reduction of $1 million ? 

Mr. Sotana. No, we have to reimburse the Treasury in dollars for 
the soles we buy. In other words, instead of spending our appro- 
priated dollars and cents by going to local banks to buy local cur- 
rency—soles—we are, in effect, buying local currency from the United 
States Treasury. 

Mr. Mountarn. But you are not buying soles on the open market? 

Mr. Sonana. No, sir. 

Mr. Brooks. Would it be possible under the agreement to buy the 
strategic minerals for stockpiling in the United States, with the 
total amount of this that we don’t use for the operation of the Gov- 
ernment activities ? 

Mr. Sotana. Out of the million dollars? 

Mr. Brooks. No, out of the 3 million 6. Would they allow us to 
spend that money in soles and buy minerals and ship them to the 
United States? 
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Mr. Sotana. I’m afraid there wouldn’t have been an agreement 
if we had requested that all the funds be used for the purchase of 
strategic materials. The reason I say that is because Peru’s main 
foreign exchange earner is the export of strategic material and they 

‘an sell every pound of metal produced on the world market in dollars, 
so there would be no net advantage to Peru to purchase surplus com- 
modities from the United States which, incidentally, they can pur- 
chase cheaper on the world market from other countries, in exchange 
for strategic materials. 

Mr. Brooks. But if they buy them from other countries they have 
to pay for them. 

Mr. Sotana. They are paying for them from us. 

Mr. Brooks. No; they’re just signing a note for them. They say 
they are going to pay for it over a 20-year period, 

Mr. Day. Actually, the importer pays the full market value. He 
pays as much as he would pay on the open market, the only differ- 
ence being that where the contract requires that he ship it in United 
States vessels, he doesn’t have to pay the additional cost of that. 
That’s one of the additional items that is financed. He pays the full 
market value in soles, which goes directly to the Central Reserve Bank. 

Mr. Mowunratn. Mr. Solana, the $1 million which is available in 
soles for United States use here should reflect, as I believe you pre- 
sented it, a decrease in the dollar earnings of Peru if it could be used 
for United States uses. In other words, we have a million dollars 
made available through Public Law 480 which can be used to defray 
our expenses. Before these soles were available, these expenses had 
to be covered by the purchase by the United States of a million dollars’ 
worth of soles. 

Mr. Souana. Yes. 

Mr. Mountain. Therefore, Public Law 480 is actually compensated 
for by United States expenditures made earlier in dollars? 

Mr. Souana. Yes. 

Mr. Mountain. And there is no objection on the part of the 
Peruvian Government ? 

Mr. Sotana. No, because they do have a net advantage in exchange 
earnings in that instead of paying out $3.6 million in dollars, they 
are only losing figuratively, only paying out, $1 million. 

The Cramman. Of course, the one million eight is still available to 
them to borrow. 

Mr. Sotana. No, because these purchases don’t have to be paid out 
in dollars. Their net expenditures in dollars are reduced by the dif- 
ference between the one million and the three million six. 

The Cnarmman. I don’t follow the three million six. I thought we 
were talking about two million eight. 

Mr. Sotana. No, the agreement was for a total of three million six. 

Mr. Day. The actual purchases have amounted in total to a little 
over $3 million. 

Mr. Brooks. Where did you get the difference between two million 
and three million six / 

Mr. Sotana. You asked me, I believe, about the current fiscal year. 
That was $2.6 million available for loan to Peru, and $1 million for 
United States uses, making a total of $3.6 million. 

Mr. Mountatn. Mr. Solana, do you have any figures on what the 
proceeds account is at the moment ? 
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Mr. Yornan. We have received soles equivalent to $314 million 
which have been deposited in the Central Reserve Bank. Out of 
that we have used $142,000 for United States Government purposes 
so far, and the Peruvian Government has received $821,000 worth of 
soles for the Quiros project. 

Mr. Mountarn. What is that project ? 

Mr. Sonana. That is an irrigation project in northern Peru, bring- 
ing into production 40,000 acres of agricultural land. 

Mr. Mountain. When were the first proceeds available for United 
States use under this agreement and what is the amount ? 

Mr. Yorpan. The program started in July. 

Mr. Day. The first delivery to the bank was made in May, but if 
you remember, the authority to spend those funds was not given to 
us until about a month ago. First deposit in May. I might add 
one point to clear this up. In addition to the cost of the wheat, we 
also beanie transportation costs. The total deposit for wheat $3,100,- 
000 and, with transportation, the combined total is $3,500,000. 

Mr. Mounrarn. Is it the intent of the United States Government 
to utilize these funds for direct United States uses as rapidly as 
possible. 

Mr. Yorpan. Those are our instructions. 

Mr. Mounrarn. So the expenses for 1956, if they exceed a million 
dollars, and those funds are available, should be reduced by that 
much, as far as our need to purchase soles in concerned ? 

Mr. Yorpan. That’s right. 

Mr. Trmper.axe. I believe the agreement, itself, sets a maximum 
which they would be permitted to bring in under that program in 
terms of dollars. Then it breaks the maximum into two elements; 
funds for the Federal agencies to meet current operating expenses, 
and the other being reserved for projects of interest to Peru, and 
in which we concur for development reasons. ‘These represent draw- 
ing account maximums. They are spent against as we have current- 
ly arising obligations, payrolls, purchase of supplies, so we don’t 
draw against the whole amount available for Federal expenses at 
any particular time, but as the need arises. But there is a limit to 
the amount we are entitled to withdraw for such uses that is specified 
in the agreement. So far as I know, we would not be able to go be- 
yond the million dollars unless we have a new agreement for pay- 
ment of Federal expense. 

The Cuarrman. What. does that do to your allotment of appro- 
priated funds for operating purposes ? 

Mr. Trmperiake. It is a book transaction as far as we are concerned. 
We are limited by appropriations and suballotments on what we can 
spend for any particular object. 

The CuatrmMan. I am trying to explore what happens in this kind of 
situation. You have an allotment of funds for administrative pur- 
poses, appropriated funds. Instead of using those funds you are 
using these Public Law 480 funds? 

Mr. Trmpertake. Yes, sir. 

The CuHatrmMan. You probably don’t have any answer to this ques- 
tion, but I think in Washington we'll find out whether they turned any 
of that back into the Treasury. 
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Mr. Bazer. We buy those soles with United States State Depart- 
ment dollar checks that are returned to the account of the United 
States Treasury through a book transaction. 

Mr. Brooxs. You buy the soles with United States dollars? Where 
do you turn the green over to? 

Mr. Baser. The Treasury. It’s all a book transaction. 

Mr. Brooks. Not actually a purchase? It’s an allocation then, not 
a purchase in fact? 

Mr. Bazer. No. It actually is a purchase but the crediting of the 
Treasury accounts takes place at Washington. We are not sure of 
how this is accomplished in Washington. 

Mr. Mountatn. Following some congressional criticism of the use 
of counterpart funds, a section of the law, I believe 1415, was intro- 
duced which requires all agencies using such currency to get an appro- 
priation in dollars from the Congress and, at that point while they use 
the local currency, they’ve got to justify the use of the dollars through 
the Bureau of the Budget. 

Mr. Baser. That’s right. In the past we have been authorized to 
draw enough funds to operate about 3 months at a time. We cannot 
transfer any funds out of this account without the authorization of the 
Bureau of the Budget, the Treasury Department and the Department 
of State. 

Mr. TimpertaAke. Instead of getting a check from the State Depart- 
ment and selling it here, we withdraw the same amount out of the 
account and spend it and account for it just as though we had sold a 
check from the United States. There is no difference in the accounting 
procedures or limitations of the objects of the expenditures because of 
the fact we get the funds out of this account. 

Mr. Mountain. And by a bookkeeping transaction from Washing- 
ton, the dollars appropriated to you are turned back to the Treasury ? 

Mr. Baxser. That’s right. 

The CuHarrman. But it still isn’t clear to me what happens to them. 

Mr. Baxser. They are not spent, sir. 

The CHatrMan. I understand that, but whether that becomes a 
credit to the commodity credit account is dubious. 

Mr. Trmpertake. | believe its an offset to the Department of State’s 
own account so far as appropriated funds go. Its a credit on one side 
and you wind up with the proceeds being owed to the United States by 
Peru, which they intend to repay. : ‘ 

Mr. Mounrtarn. I believe the appropriation to support the CCC is 
charged, initially, to the cost of the commodity, the dollars. 

The Cuarrman. That’s one of the bones of contention every time 
this thing comes up in Congress. All the losses included in this Pub- 
lic Law 480 business are charged to the CCC and it makes it look bad 
because every so often there have to be additional appropriations to 
theCCC. I’m trying to see where these funds get to. They don’t ever 
get back to the credit of the CCC account, apparently. 

Now, on a different subject, what is the extent of the Peruvian trade 
with the Soviet Union or Iron Curtain countries? 

Mr. Trmpertake. They have no representation here, no trade dele- 
gation. 

The CHarrman. Is there any trade agreement with the Soviet 
Union? 

Mr. Tiwpertake. No. 
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Mr. Bager. I just came from Czechoslovakia. You have been to 
Chile, I believe ? 

The CHarrmMan. Yes. 

Mr. Baper. One of the things we got there was Chilean wine. Ap- 
parently, there is trade between Chile and Czechoslovakia. 

The Cuarrman. What Bolivian products did you find in Czecho- 
slovakia ¢ 

Mr. Baxer. None. 

The CHarrmMan. On the subject of this Communist trade, the party 
is outlawed here; isn’t it? 

Mr. TimperLAKE. Yes, sir. 

The CHarrman. How much underground activity do they have? 

Mr. Timper.aAke. There is some, I suppose, as there is everywhere. 
It is not of major proportions as far as we know. The Government 
has done an excellent job of keeping it as far underground as they can. 
There hasn’t been a particularly good climate for Soviet operations in 
Peru, so far as we know. 

Mr. Mountain. Mr. Timberlake, is there a great deal of smuggling 
across the border to Brazil, Colombia, and Ecuador ? 

Mr. Trwpertake. There is, unquestionably, smuggling in very iso- 
lated areas where communities are poor, and there is almost invariably 
a certain amount across the long borders which cannot be protected 
and manned. 

Mr. Mounrarn. Is there any economic significance to it? 

Mr. Timpertake. I don’t think so, it’s mostly minor in character. 

Mr. Mountatn. The briefing paper you furnished us says the Gov- 
ernment handled the inflation without controls. Does this imply the 
economy is stable ? 

Mr. Topeertake. Yes; I should say it is. The fact that they have 
not yet drawn anything against the $30 million stabilization loan, 
which was arranged in order to provide backing for currency and in- 
ternational payments, supports that. 

Mr. Meaper. Mr. Timberlake, would you outline briefly the origin 
and the performance of this ar ‘“angement by Saks-Klein and the effect 
of it upon the Peruvian economy / 

Mr. TrwpertaAke. May I ask Mr. Royt to answer that question. 

Mr. Royr. The Saks-Klein mission was discontinued at the begin- 
ning of the current year, except for the fact that they do still provide 
gratis some economic counsel by correspondence. The technical di- 
rector of the port of Callao, C ol. How: ard Quinn, is still associated 
with Saks-Klein. He is the only remaining vestige of the Saks- 
Klein mission here. The work of the Saks-Klein mission took place 
mainly in the latter part of 1953 and all of 1954. Their work was 
mainly in advising the government on currency controls, curbing of 
credit and cutting down the budget, balancing the budget, and thus 
curbing the inflation. Sec ondary operations ‘of theirs were certain 
economic surveys, the principal one of which was, after this task of 
reaching currency stabilization, the port authority. Then they also 
conducted certain other surveys such as investigating the feasibility 
of reconstructing the port of Salverry. So, in other words, the work 
of the Saks-Klein mission terminated, you might say, for all prac- 
tical purposes at the beginning of the current year. 
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Mr. Mraper. Mr. Royt, the Peruvian Government employed Saks- 
Klein strictly on their own initiative, didn’t they, or did our Gov- 
ernment have any interest in that ? 

Mr. Royr. Sir, I wasn’t here. I believe the World Bank recom- 
mended the Saks-Klein mission to be employed. I could check that. 

Mr. Meaper. Is it fair to say that, in general, the recommendations 
of the Saks-Klein mission were the removal of artificial controls? 

Mr. Royr. That’s right. 

Mr. Meaper. And is it also fair to conclude that the removal of 
controls contributed substantially to the improvement of Peru's 
economy ? 

Mr. Royr. Yes, substantially yes but that was perhaps not more 
than a 50 percent factor in the stabilization of the economy. I would 
say the balancing of the budget and stimulating foreign investment did 
easily as much. 

Mr. Mraper. Wouldn’t the removal of controls stimulate increased 
foreign investment ¢ 

Mr. Royr. The investment in mining and oil came outside the 
controls in any case. 

Mr. Meraper. That’s all. 

The Cuatrman. Mr. Timberlake, what is the financial status of 
the Peruvian Government / 

Mr. Trwpertake. It has an unfavorable balance of trade with the 
States so far as international payments go. Locally, so far as we 
know, it’s pretty stable. 

The CuarrMan. Not operating with a deficit like we are? 

Mr. Trmper.ake. No, sir, it’s a balanced budget, on paper. 

The Cuatrrman. And we keep on increasing our deficit and some 
of us are beginning to wonder why, in the hght of that situation, 
we should continue to spend United States deficit tax dollars for the 
developmental work in Peru when they don’t have any deficit them- 
selves. Have you got any explanation of that? 

Mr. Trmper.ake. I haven't on the fact, but I might make one sug- 
gestion. This country is still underdeveloped. It has, I think, a 
large potential. If that can be financed over a period of some years, 
it may allow them to raise their general standards more rapidly than 
if they had to depend for their livi ing on their own resources. 

The Cuatrman. I'd like to have your observations concerning the 
real justification to increase the Federal budget of the United States 
in order to promote economic development of Peru when they are 
operating on a balanced budget. 

Mr. Timpertake. That, sir, Pm afraid is a matter of policy, 
which 

Mr. Baser. Wouldn’t the Communist problem have some bearing 
there? 

The Cuairman. It would where it was a problem, but it’s not a 
problem here. 

Mr. Baper. We have no guarantee it won't be a problem. 

The Cuamman. My goodness, no, there is no guarantee it would be 
a problem in Virginia and/or California; on that basis, there is no 
guarantee the people won’t starve next year and we will have to feed 
them. But there are some rather weird speculations regarding this. 
1 cannot get you to comment on that, I suppose ? 
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Mr. Timper.axe. No, sir, that’s a matter of congressional policy, 
not for this Embassy to comment on. [Laughter. | 

The Cuamman. Would you agree—we ‘Il just take a little sample; 
for instance, this agriculture expenditure, is it $900,000 we are putting 
into that thing? 

Mr. Trwper.ake. Yes, sir. 

The CuarrMan. Would you agree that the Peruvian Government 
could find that money by may be a little increased tax or a little in- 
creased borrowing if it thought it was a good program ? 

Mr. Troeertake. I am sure they could. It would be a question 
of not doing something else with the money it would take to put into 
that, unless 1 they borrow. 

The Cuamman. It might increase this and take from somewhere 
else, but if they thought it was a worthwhile program, the Peruvian 
Gov ernment could finance all of this agricultural assistance that we 
are paying for, couldn’t it? 

Mr. Trmpertake. Yes, you have to say they could, but on the other 
hand, they wouldn’t be able to finance other things. 

Mr. Baser. They can’t increase their Federal budget like we can. 

Mr. Trmpertake. They could go into a deficit type of financing. 

The Cuamrman. That is what we are doing in order to finance this 
business here. 

Mr. Trmpertake. The answer is certainly, yes. 

The CHatrrmMan. The answer must be further that we haven’t sold 
them on the value of it. 

Mr. Trmper.ake. I am not sure we have been asked to, actually. 

The Cuarrman. But we’ve got people all over Peru, in health sta- 
tions, extension servicios, et cetera. I’m all in favor of it, but I would 
like to see Peruvians pay for it instead of us. I am having difficulty 
explaining to myself why the Peruvians don’t recognize ~ the value 
of it from the point of being willing to finance it if we find it necessary 
to let them pay for the seople we are sending down here. 

Mr. TIMBERLAKE. They are paying part of it. If they were un- 
willing to go into deficit financing for - that purpose, or give up certain 
other things now being met out of their resources, that would reduce 
the amount going into agriculture by whatever the difference is. 

The CHatrMan. So the answer is the people in the United States 
have no better sense than to go into debt to help the Peruvians do some- 
thing they ought to do and ought to pay for and won't. 

(Additional information submitted by the Embassy on the subject 
follows:) 

PERv’s BupGeET DEFICIT 


EXCERPTS FROM EMBASSY DISPATCH NO. 218 DATED OCTOBER 12, 1955 


“The fact that revenues are equated with expenditures in the Peruvian budget 
is, of course, no indication of the probable outcome, since the budgetary law 
still requires that budget estimates must be in balance. By requesting addi- 
tional credits, the Government is able to increase expenditures during the fiscal 
year. 

“As usual, certain Government financial activities such as the trust funds 
ealled ‘special accounts’ and certain other Treasury operations under special 
resolutions (internal ministerial and supreme decrees) are not recorded as 
regular budgetary receipts and expenditures. The operation of other trans- 
actions such as the so-called administrative accounts are executed independently 
of the budget. Proceeds of loans are recorded only in the closed accounts under 
Treasury operations. The financial activities of autonomous institutions are 
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not reported in consolidated form. The fiscal year is extended for 3 months 
(called the liquidation period) during which unused appropriations can be spent. 
All these facts impose great barriers to effective fiscal administration from the 
standpoints of quality and accuracy of the estimates of receipts and expendi- 
tures, and make it difficult to visualize fully the impact of Government trans- 
actions on the economy. 

“During 1951, following principally the rise in export prices, a substantial 
budget surplus was created. A considerable excess of outgo over income in 1953 
when an ambitious public investment program gained momentum, accounted for 
a large budget deficit and Government borrowings through the central bank, 
had inflationary effects on the economy. Reduction of the budgetary deficit in 
1954 reflects the results of slowing down public works and stepping up revenue 
collections. On this basis prospects for 1955 are that the cash operations of the 
public treasury will not have an inflationary effect, but continuation of this 
policy in 1956 is doubtful in view of the announced acquisition of war materials 
and naval units, which will require extraordinary expenditures. 

“On the basis of developments during the first three quarters of 1955, if the 
public works retrenchment program continues and no substantial disbursements 
are required by armament acquisitions, the prospects are that the 1955 financial 
year will close with only a moderate deficit. The situation may be different 
in 1956. Defense and foreign debt service payments are certain to increase and, 
in this respect, the proposed 1956 budget underestimates outlay significantly 
and probably overestimates revenue, particularly the proceeds from export 
taxes.” 

COMMENTS ON BUDGET DEFICIT DURING 1954 


The foregoing comments indicate an extremely complicated budgetary report- 
ing procedure which makes it almost impossible to accurately picture actual 
fiscal operations during any given period. Several different sets of figures may 
be obtained depending upon whether one considers actual cash outlay of the 
Treasury or uses obligations, including those remaining unliquidated, and 
whether one includes operations of the “special” and “administrative” accounts. 
Ostensibly, the budget operations during the fiscal and calendar year 1954 re- 
sulted in a balance between expenditures and revenues, however, “regular” 
budget for ordinary Government operations of the various ministeries of the 
executive branch and the judicial and legislative branches showed a deficit of 
S/127,389,640 or slightly above 5 percent of these expenditures, which amounted 
to §/2,553,671,674. Given the relative magnitudes, this budget deficit is equiv- 
alent to a deficit of about $3% billion in our own United States budget. 

The “special accounts” or extraordinary budget which is financed out of 
special taxes for use principally in Government capital investment and public 
works showed a slight surplus of S/2,200,000 over total expenditures of S/1,088,- 
449,766. If the extraordinary budget is added to the regular budget the deficit, 
of course, would be reduced to about 3.5 percent of the total. The deficit during 
1953 amounted to 7.26 percent of combined regular and extraordinary expen- 
ditures. 

Although, upon analyzing Peru’s 1954 fiscal operations on a cash outlay basis 
there is an apparent balancing of income with outgo the Government was forced 
to increase its borrowing during the year by S/275,459,923 while amortizing 
S/144,851,513 of outstanding debt, thus resulting in an increase in the public 
debt during 1954 of S/130,600,000. The increase in the public debt during 1953 

vas in excess of S/300,000,000 (almost 10 percent of the combined regular and 
extraordinary budgets for that year). 

The deficit during 1954 was reduced substantially compared with the previous 
year by a stern policy of retrenchment at the expense of many much needed 
public works: road construction and necessary road repairs, schools and devel- 
opment projects which were postponed until a later date. Many of these projects, 
particularly highway repair and construction of farm to market feeder roads, 
cannot be delayed much longer without seriously retarding Peru’s development. 
Some of the development projects have been reactivated in late 1955 and there is 
no doubt but that the Government may be faced with a substantial deficit this 
year. If cotton prices do not remain stable Government revenues will be reduced 
thus causing a two-way pressure on the budget. As stated in the above-men- 
tioned Embassy report, the outlook for 1956 is not good. 
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Mr. Brever. I am Carl Breuer, the first secretary 

We were speaking a few minutes ago about the Saks-Klein mission 
to Peru. It is my understanding that that mission was paid for by 
the Peruvian Government and that the reason it was sought by the 
(rovernment was they were in serious exchange difficulties and they 
needed urgently some economic advice, and, hence, they looked around 
and at their own expense brought down this mission. 

The Cuairman. I am all for giving them advice and the advantage 
of knowledge that we have developed in the United States, skilled 
technicians, and so on, but I am having a little difficulty 
figuring out why they shouldn’t pay for it. I haven’t been convinced 
vet, from the session we had on Saturday or this one, that we aren’t 
just going a little too far. Being a little paternalistic with our neigh- 
bors here, when there is no economic need for it. 

Somebody mentioned a hospital being built with considerable help 
from United States funds, as I understood it. 

Mr. Sotana. That’s wrong. Not one dollar of United States funds 
is going into that hospital, nor technical assistance at the present 
time. 

The Cuarrman. The United States is helping on the basis that we 
have many dollars going into the health program and the hospital 
grew out of the health program, didn’t it ? 

Mr. Souana. Yes, sir. 

The CuarMan. That's the thing that stimulated it, I presume. 
You got somebody to build the hospital. 

(Dise ussion off the record.) 

The Cuairman. But they can’t take care of the health of their 
people, so we have to help them. It sounds a little queer to me. 

Mr. Timpertake. I think the efforts in the public health line have 
been more toward giving them the benefit of techniques worked out 
in the States, methods, scientific background, and it has been the 
Peruvian’s job to learn how to take over the job of conducting a public- 
health program in the country. That would have to be done by 
Peruvians anyway. Our mission has been to give them the benefit 
of our techniques, organizational methods, and administration, so they 
can do a better job. 

The Cuarrman. That’s fine, but why shouldn’t they pay for it? I 
am perfectly willing to make available to them our techniques and 
technicians. I think they are doing a bang- up job, but why shouldn’t 
they pay for it? If they are not suffic iently interested in the health 
program, agricultural program, in the development of their own 
country, I don’t know why we should force it on them. 

Mr. TimpertAKr. My own impression hasn’t been that we are forc- 
ing anything on them. It sprung from their desires. 

Mr. Brooks. On the record, the honest facts are that the people who 
are working for ICA in this area and all over South America plant 
these little seeds in their minds, don’t they, about new techniques and 
this and that, that we, then, later have to appropriate money to pro- 
vide for ¢ 

Mr. Timpertake. Frankly, I think they are inventive enough them- 
selves without any prompting from us. 

Mr. Brooks. But if ever they lag, they have lots of help, don’t they ? 

Mr. Timpertake. I really think the genesis of this thing is the other 
way around, 
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The Cuarrman. I don’t think Mr. Brooks means that to be critical 
of the program, but rather of the means by which the ideas are stimu- 
lated. 

Mr. Brooks. That’s right, Mr. Chairman. The program itself is 
strictly constructive and highly desirable; but I wish we could get 
those kind of people in the “Second ¢ ‘ongressional District in Texas 
and have them go around to my constituents and say, “Don’t you 
think you need a new house, roads, 2 dam?” If my people knew what 
they did in Bolivia and Chile, I think they would be very much 
concerned. 

Mr. Mounratn. You mentioned the Klein & Saks mission, Mr. 
Breuer. I believe it was mentioned this mission grew out of deals 
with the World Bank. Do you know whether or not a loan was pend- 
ing at the time the Peruvian Government expended its own funds for 
the Klein & Saks mission ? 

Mr. Breuer. I don’t know. 

Mr. Mounrain. Could you find out for us whether there was a loan 
request pending before the World Bank pursuant to which the 
Peruvian Government, out of its own funds, hired the Klein & Saks 
firm, and also whether ‘the loan was eventually granted / 

Mr. Brever. Yes, sir. 

(The information requested follows:) 

OcTOBER 24, 1955. 
To: Subcommittee on International Operations. 


Krom: F. lL. Royt, economic officer. 
Subject: Circumstances of engagement of Klein mission in Peru. 


The economic and financial mission (commonly referred to as the Klein mis- 
sion) was engaged by the Military Junta Government of Peru in 1949 to correct 
the exchange control system inherited from the ousted Bustamante regime. The 
earlier system had given rise to considerable corruption and strangulation of 
export business. 

The report of the mission dated November 5, 1949, makes no mention of any 
proposal to obtain a foreign loan. The report states that in order to comply with 
Peru’s commitment to the International Monetary Fund to establish a stable 
official economy, the Government would have to take certain steps recommendeé 
in the report to improve its economy. 

The Cramman. One more question to clear up this particular sec- 
tion of the discussion. 

Mr. Timberlake and Mr. Mountain mentioned this earlier. The 
question of whether there is a Peruvian law, or I believe we have been 
told there is one, that requires certain of these industrial activities to 
provide schools. How did you want to pursue that, Mr. Mountain, 
and how long will it take? 

Mr. Mountain. It can be submitted for the record, if you wish, 
Mr. Breuer; the question is whether there is a Peruvian law requiring 
industrial firms, as a basis for their franchise, to establish schools in 
Peru if they have over a certain number of employees. The com- 
mittee would like to know the basis of that law and the extension of it. 

Mr. Breuer. Article 688 of the Peruvian law of education requires 
that any enterprise coming into Peru must supply primary education 
for its employees and workers, provided that that education is not 
already available locally. In other words, we'll say a new mining 
concern comes to Peru and establishes an enterprise in some isolated 
area. It must then establish a complete primary education system 
up through 6 years for its people, including buildings, teachers, and 
a complet e establishment. 














556 TECHNICAL ASSISTANCE IN LATIN AMERICA 


Mr. Mountain. Whom do you mean “by its people,” all employees 
‘the children of them, or whom ? 

Mr. Breuer. The children of its employees and workers. 

The Cuatrman. Who sets up the curriculum ? 

Mr. Brever. The curriculum is established by the Ministry of 
Education. 

The CuarrmaNn. So it’s Peruvian education ? 

Mr. Brever. Yes. 

The CHatrman. Does that apply without regard to the number of 
employees ? 

Mr. Breuer. Yes. It must be provided if there is no local educa- 
tion available. A company establishing in Lima would not have to 
meet that requirement, because education is available, locally. 

Mr. Mounrarn. Is there any Embassy reaction to this law, and you 
might tell us the date of it ? 

Mr. Brever. I’m afraid I don’t understand the question. 

Mr. Mountain. Does the Embassy have any reaction to the value 
of it as an aid or impediment to United States firms? 

Mr. Brevrr. I think the proof of the wiseness of the law is that it 
is one which results in improving relations between the firm and 
employees. I'll get the date for you. 

(The information requested follows :) 


0 


— 


OCTOBER 24, 1955. 


To: Mr. Maurice Mountain, International Operations Subcommittee. 
From: Mr. Carl Breuer, first secretary. 
Subject: Peruvian organic law of education. 


With reference to the testimony taken this morning, the year of the Peruvian 
organic law of education is 1940. Articles 167, 171, 172, and 173 apply to educa- 
tional facilities to be furnished by foreign firms establishing enterprises outside 
of existing cities were no educational facilities exist. 


Mr. Mountarn. In your judgment, do the American firms find this 
a financial handicap or any other kind of handicap ¢ 

Mr. Breuer. Yes; it is a financial burden. 

Mr. Meaper. Is there any protest on the part of American business 
firms ? 

Mr. Breuer. Not that I know of, sir. 

The International Petroleum Co. is carrying on its program success- 
fully. 

Mr. Sorana. I might mention in that respect that the International 
Petroleum Co. is going a little beyond the intent of this law in that 
they are presently negotiating with the Educational Servicio of ICA 
to provide a number of scholarships to teachers to go to the normal 
school at Chosica so they will be able to go back to their installations 
at Talara and do a better job of teaching. They also have established 
a number of scholarships for the children of their eraployees and send 
3 or 4 bright young students to the United States every year for train- 
ing with no commitment on their part to work for International 
Petroleum when they come back. Of course, they would like to have 
them, but no strings are attached. The only requirement is that they 
be children of workers or employees of the International Petroleum 
group, Peruvian workers. 

The Cuarrman. That’s fine. Let’s take a break. 

(At this point, 10:40 a. m., the committee took a recess, and re- 
sumed session at 11:05 a. m.) 
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Mr. Meaper. Mr. Timberlake, I want to get your comments for the 
record on 2 or 3 matters of particular interest to our committee. 
What is the relationship between United States agencies overseas 
and the personnel change made in the State Department as a result 
of the recommendations of the Wriston committee. I would like to 
have your comments, first, on how the personnel changes have operated 
in the field, and later your comments on the relationship in the field 
between the Embassy and ICA; and also, any change that may have 
occurred as a result of the removal of the agricultural attache from 
the Embassy staff. 

Mr. Trmpertake. Relationships here have presented no particular 
problem. We have worked together, I think, extremely well. There 
is a daily, regular interchange of ideas. The Wriston change—— 

Mr. Mrapver. May I ask at this point, is that friendly or coopera- 
tive relationship because of personnel involved or has it been because 
of the structural relationship ? 

I might say, parenthetically, I opposed Reorganization Plans 7 and 
8, and where there has been’ excellent cooperation I have tended to 
think it was a question of personal congeniality rather than organiza- 
tional structure. 

Mr. Timpertakr. I should say it has been a personal relationship 
which has been warm and productive here and that, if anything, rein- 
forced by the structural reorganization which makes it even more 
natural to work in closer relationship than before. Responsibilities 
have been centralized. 

Mr. Meaver. Placing ICA in the State Department ? 

Mr. Trmpertake. Yes, sir; the relationship between USIS and the 
other agencies here has also been good even though there is a division 
of responsibility. It has been a habit of working together, and fortu- 
nate choice of personalities involved who work together anyway. I 
don’t think important changes have been made in the purely adminis- 
trative sense by the change in organization here. I think it might have 
occurred if we weren’t exchanging information with one another, but 
that has not been the case here. The integration of people has been 
complete. Also, all those eligible under the Wriston program have 
accepted employment in the Foreign Service. There are six, alto- 
gether. 

Mr. Baner. Correction, that was a mistake. One of them was con- 
verted to FSS before. 

Mr. Trmpertake. One had only shortly before this been converted 
to FSS from FSR. All people in Lima who are eligible have been 
integrated. The program has gone, I think, as well here as it could 
have gone. There weren’t any local problems. 

Mr. Mraper. Do you care to comment on the separation of the agri- 
cultural attaché? ‘Did it result in any change in relationships. or 
activity ? 

Mr. Timper.take. It hasn’t resulted in any change here because Mr. 
Day, our agricultural man, has been here some time and has not 
changed his operations since the separation of that agency from the 
Department. As a principle, however, I would personally prefer 
those representatives of other agencies who are stationed abroad per- 
manently, the job itself being a permanent job, being part of the 
Embassy because it does tend, in those occasional instances where 
there are differences of opinion, to be more easily resolved locally and 
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less likelihood of differences being sent to Washington. I think they 
should be settled at the lowest level possible in the interest of efficient 
administration. 


Mr. Meaper. Thank you, Mr. Timberlake. 

The Cuarrman. Any further questions on this, before we leave this 
subject ? 

( Discussion off the record. ) 

The Cuatrman. Thank you, gentlemen. 

(The subcommittee icdivaniak at 11:55 a. m.) 

(The following information was subsequently suppled for the 
record :) 


DEPARTMENT OF STATE INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM 
PERU 


Principal officers: Ellis O. Briggs, American Ambassador ; Alan Fisher, acting 
public affairs officer ; Arthur L. Campa, cultural affairs officer. 


AUTHORITY AND SCOPE 


The Department’s educational exchange program with Peru has been in oper- 
ation since 1946. It is authorized under Public Law 355, 76th Congress, and is 
presently financed from dollar funds appropriated under authority of Public 
Law 402, 80th Congress, the Smith-Mundt Act. Since 1950, grants were made 
to 46 Peruvians for study, teacher education, and specialized consultation in 
the United States. At the same time 15 grants were made to citizens of the 
United States to go to Peru for educational purposes. 

From fiscal year 1955 funds, $35,228 has been obligated for grants to Peru- 
vians, including 5 leaders, 1 specialist, 2 teachers, and 3 students; and to 2 
students from the United States, 


CONTRIBUTION 


The recent discovery of the Salk vaccine has intensified the interest in study- 
ing medicine in the United States. In addition, the conferences on atomic 
energy have awakened interest in the field of science, with the result that an 
increasing number of Peruvian students are now planning to continue their 
scientific studies in American institutions. 

The encouragement Peru gives to private investment has intensified the inter- 
est of their nationals in study in the United States and makes a much favored 
climate for the educational exchange program. It is contemplated that funds 
under Public Law 480, the Agricultural Trade Development and Assistance Act, 
may be used to provide a Fulbright program with Peru. 

Of particular interest now is the presentation of cultural performances abroad 
under the President’s emergency fund for international affairs. Ballet 'Theater 
appeared in August at Lima and Porgy and Bess was presented there in Septem- 
ber 1955. 

AFTERNOON SESSION 


(The subcommittee reconvened at 3:15 p. m.) 

Mr. Mountain. Mr. Baber, we would like to discuss a few ques- 
tions about certain administrative problems of the Embassy. I won- 
der if you will state your full name and title for the record ? 
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FURTHER STATEMENT OF CLARE H. TIMBERLAKE, COUNSELOR OF 
EMBASSY; ACCOMPANIED BY CARL BREUER, FIRST SECRETARY ; 
ALAN FISHER, ACTING PUBLIC AFFAIRS OFFICER; FREDERICK L. 
ROYT, COMMERCIAL ATTACHE; GEORGE H. DAY, AGRICULTURAL 
ATTACHE; POWHATAN M. BABER, ADMINISTRATIVE OFFICER; 
CARLOS YORDAN, DISBURSING OFFICER; JOHN R. NEALE, DIREC- 
TOR, UNITED STATES OPERATIONS MISSION TO PERU; AND 
J. RAMON SOLANA, PROGRAM OFFICER AND SPECIAL ASSISTANT 
TO DIRECTOR, UNITED STATES OPERATIONS MISSION 


Mr. Bazper. My name is Powhatan M. Baber, administrative officer. 

Mr. Mountain. What does the present staffing pattern for this Em- 
bassy call for in both Ameri icans and locals? 

Mr. Baser. We have 32 American positions, that is counting the 
Ambassador, of which 16 are Foreign Service officers and the remain- 
ing are FSS clerical employees. We have a local personnel comple- 
ment of 32, also. 

Mr. Mountain. Over the past year or two, Mr. Baber, what has 
been the experience of this Embassy in the percentage of your staffing 
pattern which you have had on board at any one time / v 

Mr. Baer. First of all, I must say I have been here only 2 weeks 
and I cannot give you the full picture for the last 2 years, but I have 
drawn from the record in the Embassy a study from January 1 
through December 31, 1955. Those records indicate that 75 percent 
of the total staff, American staff of the Embassy, will have been on 
board through 1955. 

Mr. Mountain. Mr. Yordan, you have been here somewhat longer 
than Mr. Baber, in the position of budget and fiscal officer. Does 
this percentage figure, in your memory, represent the experience of 
this post in the past as well as over this year / 

Mr. Yorpan. I believe the figure is about average. 

Mr. Mountain. Mr. Timberlake, does this Embassy operate ade- 
quately with only 75 percent of its people on board? 

Mr. Timper.ake. No, sir. 

Mr. Mountain. Then your full staffing pattern is needed, in your 
judgment, to operate this Embassy ? 

Mr. Timpertake. Yes, sir; it was justified. At least, the staffing 
pattern I inherited last April justified all the positions which I con- 
sidered necessary to operate the Embassy efficiently and do the job it is 
supposed to be doing. Any loss from that represents crippling in that 
measure of the effort we are making here. At this and at other posts 
where I have been over the past 25 years, I have myself done as good 
a job as [ think I was capable of in justifying only positions which 
were needed at the post, and that did not take into consideration lost 
time on home leave, or the lapses between incumbents of a greater or 
shorter period, the assumption being that other members of the staff 
would have to pick up whatever work was left by people transferred 
out or on leave at any given time. 

If this were a small percentage, I think we could have handled it 
reasonably well. Local leaves can be projected, even home leaves to 
a certain extent. Work can be planned but transfers come up, not 
originally from us, but rather from the State Department and the 
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losses in time, therefore, are not predictable by a local staff. So that 
is overlaid on what you can assume will be normal demands on the 
rest of the staff. 

Mr. Mountarn. Can you tell us, Mr. Timberlake, how much of this 
loss of manpower is due to.such causes as home leave? Do you have 
any information which shows the contributing factors to this reduced 
staffing complement? 

Mr. Trwpertake. In the particular case of Lima, I can give you 
some reasons for it. When I arrived in April, on the 14th I believe it 
was, the previous Ambassador, Mr. Tittman, had already left some 
2 weeks before. His successor arrived in June and then he spent 
some time back in the States on consultations and then on home leave. 
That, you can assume, would be normal although usually Ambas- 
sadors do get here a little sooner than that. There can be lapses of 
longer or shorter duration, depending on many factors. The head of 
the Economic Section was transferred about a month after I arrived, 
leaving that job vacant until about 4 days ago. 

Mr. Mountain. That would be how many months, roughly? 

Mr. 'TrmpertaKe. That is over 5 months. The consular officer in 
charge was transferred 3 weeks after I arrived, and that job was 
then held by the second consular officer until approximately 7 weeks 
ago, when a new consular officer arrived. She—in this case a lady— 
was here about 8 days with Mr. Teall, who was alone all summer, and 
then he was transferred to Italy. 

Mr. Mountarn. Who was Mr. Teall? 

Mr. TrupertAKeE. Mr. Teall was the second consular officer I men- 
tioned earlier and was in charge during the summer. He was the only 
consular officer in Lima. The replacement for the second consular 
officer is not here yet but we expect him in December. The public 
affairs officer was transferred about a month ago. His successor has 
not yet been named, although there is a tempor ary replacement here 
for him, being Mr. Fisher. The Information officer left on July 14, 
1955, because his wife was seriously ill with cancer and subsequently 
died. That was an emergency transfer which no one could predict. 
The Cultural officer arrived in April or in May so there has been a 
total change in the Public Affairs section since my arrival. The Ad- 
ministrative officer was transferred about the beginning of August 
and his replacement arrived about 10 days ago. That is a rather 
serious loss because it occurred at the same time as so many other 
section chiefs. Section chiefs, normally, are the people that we de- 
pend upon to handle the work of a section and when you have prac- 
tically 4 out of 5 sections uncovered by transfers of the chiefs of those 
sections for 3 to 5 months it transfers a great load upon subordinate 
personnel in each section. That is a situation that I, frankly, do not 
enjoy and which I trust is not repeated often. 

Mr. Mountary. You have heard, I am sure, Mr. Timberlake, the 
discussions in the Department of having a man-in-motion complement 
of personnel set up separately from the staffing patterns at the various 
cebaaiel. Do you think that the existence of such a man-in-motion 
complement, if properly administered, would help solve the kind of 
problem you have been atte to us here. 

Mr. TIMBRE RLAKE. Yes, sir. I discussed that with George Wilson 
when I was in the Department on my way here. And I couldn’t agree 
more heartily that that sort of pool could do a great deal to fill the 
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gaps in posts created by transfers and leaves so that the burden 
would not become too heavy on the remaining staff members. Cir- 
cumstances such as the one we faced during the summer, for example, 
could have been relieved to the benefit of the service and what it 
could do for the Government. I would like to add one other thing 
to that. Our inservice training programs in posts in the field could 
be much more effective if we had surplus personnel to the basic 
personnel required for the conduct of daily business, because we 
could then put training officers in admittedly training jobs, and also 
use them to fill gaps created by transfers and by leaves; so that there 
would be a complementary job to be done by such a pool if it were 
set up that way to include in it the junior officers who are at their 
first or second posts, and who would profit very greatly by being as- 
signed to the different sections of an embassy or of a consulate general 
for enough time so that they could really become familiar with the 
work of the various sections. 'T hey would be contributing, at the same 
time, but could absorb then the workload falling on the officers nor- 
mally expected to perform those specific functions while they are 
absent. 

Mr. Mounratn. How is this training function carried out in the 
field ? 

Mr. Tiwsertakr. We have no training positions in Lima, and I 
rather expect there are few embassies or consulates which still have 
them. Contractions in personnel authorized have, to all practical 
intents and purposes, eliminated training officers as such. 

Mr. Mountatn. Do we understand then that the training of a new 
officer in the field is on the learn-as-you-do basis? 

Mr. TimBerLAKE. Exactly. 

Mr. Mounratn. And do you regard this as being undesirable, to 
some extent? 

Mr. Timper.aKke. Only to the extent that what usually happens is 
that an officer is placed in a section, he is then considered as the person 
responsible for that job, and tends to be kept in unless you make a 
strenuous effort in the administration of the post to see that he is trans- 
ferred to some other job, which he can also learn. The difficulty is that 
when you do that someone else in the organization must be put back 
in the slot he has just vacated in order to keep the work going. This 
way we would eliminate the changing of two persons in a shop to 
get one person trained. 

Mr. Mountain. How many people do you think you need to carry 
out the functions you describe ? 

Mr. Timpertake. I should say 2 or 3 junior officers could be used 
in training assignments here. I say that because Lima offers prac- 
tically everything i in the line of diplomatic and consular practice in 
one establishment which a young man in the service should know 
when he is ready later for top command positions. There are some 
other offices which don’t have the variety of work we have here, which 
makes me feel they would be less appropriate as designated training 
posts than one such as Lima, or for that matter, Bombay, India, or 
Hamburg, Germany, or Habana, Cuba, as appropriate posts for train- 
ing programs. 

What I am trying to say is if the training program were properly 
designed, it would seem to me that officers “sent in a training status 
should be sent to posts that offer a broad field of diplomatic and 
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consular activity, in order that they may be given a broad basic train- 
ing in these differing functions. “Lima could, in this respect, use 2 
or 3, which would, at the same time, be a part of the man-in- motion 
pool and would fill in the gaps which are always created by transfers 
and leaves. It would accomplish two purposes and I think would 
be a saving in manpower also. I think both programs are important 
and I think that one complements the other. The man-in-motion pool 
and the officer-in-training status. 

Mr. Mountain. According to the figures you used, Mr. Timberlake, 
of 2 or 3 additional junior officers, this would imply an increase in 
your staffing pattern here of between 12 and 18 percent on the basis 
of 16 officer positions. 

Mr. TrmBerLAkKe. Percentagewise that is true. 

Mr. Mountain. However, if we understand you correctly, it would 
not be necessarily an actual increase insofar as your staffing pattern 
now, according to what you have told us, is an accurate reflection of 
your workload. 

Mr. Timpertake. That is true. This would merely prevent the 
absorption of the work of individuals absent at any time by those 
who are actually on board. 

Mr. Mountain. So if you have a 25 percent loss factor, more than 
half of it would be made up by uniiog to you junior officers. 

Mr. Timpertake. If it were a 100 percent replacement program out 
of a man-in-motion pool—I would hope that might become possible— 
but it might be a difficult one to handle worldwide on a straight 100 
percent basis. 

Mr. Mounratn. I believe you said that as far as this training func- 
tion goes, this would be limited only to those posts that had sufii- 
ciently broad functions that they could perform a training role/ 

Mr. Timpertake. Yes, in that respect I meant to refer only to the 
training aspect of the program. It might be possible, for example, 
in posts like Mexico City where you have a large central post and 
a number of consulates, to put more people in, in a training status 
in the Embassy so that as need arose, in small outlying posts, you 
could transfer them from the capital to that post, a regional pool 
within a pool. But this does not meet the whole problem of the 
man-in-motion. 

Mr. Mountain. I would like to clarify one point. If I understand 
your statement correctly, you said that if you had on board at. all 
times 16 officer positions, you would have an adequate staff for the 
workload which you have here as of today 4 

Mr. TimBerLake. Yes. 

Mr. Mounvraty. Actually, you don’t have that many people on 
board. You are short, in a functional sense, 25 percent of your 
strength. 

Mr. Timpertake. That is correct. 

Mr. Mountain. Now, taking up this training question, if there were 
2 or 3 of these absentees supplied you regularly as junior oflicers 
they could not only fill a part of this 25 percent gap, they could also 
be receiving tr aining ? 

Mr. Timpernake. You accomplish 2 purposes with 1 motion, so to 
speak. 

Mr. Mountain. Yes. We would mean that you should have 12 
percent more people on board, 12 percent of your staffing pattern on 
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board, of whom 12 percent could be junior officers performing an em- 
bassy role at the same time that they are being trained, and you would 
- need the additional 12 or 13 percent of experienced people to make up 





7 your total complement ? 
d Mr. Timper.ake. That’s right. 
uM Mr. Mountatn. And in any event, both of these problems would 
) be taken care of if the Department could furnish you promptly people 
at the time you needed them, which may be related to the existence of 
e the man-in-motion complement held back in the States for just that 
D purpose ? 
- Mr. Trmper.ake. Yes. 
Mr. Mounrarn. Mr. Yordan, I believe you are the budget and 
fiscal officer for this Embassy ? 
d Mr. Yorpan. Well there is no such thing in Lima. I am the dis- 
n hursing officer, actually performing the duties of a budget and fiscal 
rf officer. 
Mr. Mocnratin. Perhaps we should address this question to Mr. 
ie Baber. 
se Will you tell us the last time this Embassy was called upon by the 
Department for a budget estimate ? 
n Mr. Baser. The last time we received a budget call from the De- 
partment was April 26, 1951, for the fiscal year 1953. 
ut { Mr. Mountarx. You have not been called upon by the Department 
i? for a budget estimate since that time? 
0 Mr. Baser. That is correct. 
i Mr. Mountain. When was the last time you were called upon for 
> a fiscal or financial plan? 
L- Mr. Baser. We receive such calls annually. The last time we re- 
¢ celved one was in the ARA circular, dated June 22, 1955. 
e ‘ Mr. Mounrain. What did this cireular require you to do? 
e, j Mr. Baser. Present a financial plan for the fiscal year 1956, cover- 
d ing salaries and expenses for this post. 
is j ‘Mr. Mountain. Did you present such a plan? 
ul Mr. Baner. We did. 
| Mr. Mounrarn. Was this plan limited only to local salaries and 
e . expenses, or lid it also include American salaries ? 
; Mr. Baner. It was limited to local salaries and operating expenses, 
d but did include allowances for American personnel. 
i ; Mr. Mounratx. Do these allowances include travel allowances? 
e | Mr. Baper. Yes; covering local travel only. 
Mr. Mounraix. What guidance has this post received from the 
Department in preparing either budget or fiscal information? TI am 
n asking about the Department. Do you have any direct budget and 
ir i financial guidance from the Office of the Controller or the Budget 
and Fiscal Officer of the Department, as apart from a communication 
from the ARA regional bureau / 
e : Mr. Baner. No, we don't. 
's Mr. Movnrain. All of your dealings on these matters are through 
oO ; the regional bureau? 
’ Mr. Baper. Exactly. 
oO Mr. Mounraty. Can you tell us, Mr. Baber, what the point of 


departure was: what basis of computation you used in preparing the 
financial plan to which you just referred ? 


te 
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Mr. Barer. Yes; we made up our financial plan mainly from ob- 
ligations and expenses in the previous fiscal year, plus any foreseen 
dev elopments that may take place, or minus ‘anything that may not 
be required in the way of funds for a particular purpose. 

Mr. Mountain. In ‘other words, you used a plus or minus adjust- 
ment of your last year’s expenses / 

Mr. Baper. That is correct. 

Mr. Mounrarn. When did you make this report to the Department, 
or to the regional bureau / 

Mr. Baser. This financial plan for fiscal 1956 was forwarded to the 
ARA under cover of the Embassy’s operation memorandum of July 
19, 1955. 

Mr. Timpertake. While I have been here only 6 months myself, 
this looks to me like an Embassy operation which is more or less static 
in -_ sense that it doesn’t fluctuate either up or down from year to 
year. We have normal requirements which can be met by normal 
staffing patterns, not the sort of adjustment you have to make, for 
example, in Korea, with a civil war, emergencies, etc.. 

Mr. Baser. In August we received a letter from the Executive 
Director of the ARA, requesting that we present our staffing pattern 
for fiscal year 1957, over and above the positions that we currently had 
on board. 

Mr. Mountain. Why over and above? 

Mr. Baper. That is new positions required for 1957. 

Mr. Mountain. Was there anything in that request that suggested 
your also report positions no longer needed in 1957 ? 

Mr. Baser. There was. 

Mr. Mounrarn. So that he wanted the pluses and minuses as well. 

Mr. Bazer. Exactly. 

Mr. Mountain. For 1957? 

Mr. Baser. Yes, sir. 

Mr. Movunrarn. I gather this was a somewhat unique procedure, 
or has this been the experience of the Embassy in the past ? 

Mr. Baser. I have been here only 2 weeks and can’t answer that 
question. 

Mr. Mounrarn. Mr. Timberlake, do you know if that is an annual 
call? 

Mr. TrmpertAke. I haven’t been here many months. My last 3 
years were spent in Germany. Operating from Hamburg, I don’t 
know whether this was the system or not. 

Mr. Baner. I might add, from my experiences in Prague, we did 
forward such an estimate for personnel last year from Prague. 

Mr. Mountarn. I am not sure how relevant your experience in 
Prague would be to the experience operating under the American 
Republics’ regional bureau. I believe as we have inquired into the 
cperations of these bureaus in Washington, there is a considerable 
variance among them. Id like to return to your comment, Mr. Tim- 
berlake; that is the question of reimbursement agreements with sup- 
ported United States agencies. 

Can you give us a sc schedule, Mr. Baber, of the reimbursement agree- 
ments you have had in effect for fiscal 1955 showing percentage and 
funds involved ? 

Mr. Baser. Yes, the shared administrative expense agreement was 
forwarded from this Embassy to the Department in despatch No. 45 of 
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April 11, 1955. It showed a total amount in the shared adminis- 
trative expense allotment of $129,911. Of this amount, $77,241 was 
the share of the State Department; $38,418, USLA; $7,654, ICA; 
$5,683, the MAAG missions; $915, the Atomic Energy Commission. 

Mr. Mountain. Did you also furnish administrative support to the 
service attachés? 

Mr. Bazser. We do give a minimum of administrative support to 
the attachés. 

Mr. Mountain. Do you have any figures to show what that amounts 
to? 

Mr. Yorpan. The instructions which outline the preparation of 
these administrative support costs estimates say that due to some 
services rendered by the military attachés on a worldwide basis they 
are not to be considered in these administrative support agreements. 

Mr. Baser. In other words, they are not to be charged for what 
would normally be their share of the cost. 

Mr. Mountarn. Is that on the basis of what they are actually pay- 
ing in kind? 

Mr. Baser. Exactly. 

Mr. Mountain. Will you give me the citation of the instruction 
which called for that basis of administrative support for the service 
attachés ? 

Mr. Baser. It was contained in an instruction dated March 12, 
1955; subject: Overseas Administrative Support, Principles, Prac 
tices, and Cost Estimates. 

Mr. Mountain. Issued by whom? 

Mr. Baer. By the Department of State, after having been con- 
curred in by all agencies participating in the administrative support 
cost estimates. 

Mr. Yorpan. It is a joint message of the following agencies: State, 
Treasury, Justice, Defense, inc ee: the three military departments, 
Agriculture, IC A. USIA—GAO, GSA, CAA and the Maritime 
Administration. 

Mr. Baser. But the instruction was issued by the Department of 
State. 

Mr. Mounrarn. Yes, I believe that is now clear. I might observe, 
Mr. Baber, that in some other posts they had an : outed dollar and 
percentage breakdown of support for the service attachés and it 
seemed a little strange in view of this, if this instruction has the etfect 
that you people have said it has. 

Mr. Baser. It is set forth very clearly in section III, special ar- 
rangements affecting certain individual agencies. 

Mr. Mounrarn. I think this is the information we needed to have. 
Did you make clear what year this series of agreements dated in April 
1955 were to cover? 

Mr. Baser. Fiscal year 1955. 

Mr. Mounrarn. Do we understand that these agreements were 
reached near the end of the fiscal year ? 

Mr. Trmpervake. Last year. 

Mr. Baper. That’s right. 

Mr. Mounrarn. I think it would help us a lot to understand them 
if you could tell us what functions an agreement for administrative 
support serve when the agreement is made at the end of the year that 
is covered ? 
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Mr. Baser. In submitting this agreement, the delay was caused by 
the length of time that it took to develop in W ashington the instruc- 
tion that I just referred to. Before this instruction was issued, there 
were various directives coming out from time to time along this line, 
and the new instruction represents a new approach, a broader ap- 
proach to the problem than was ever developed before. 

But I don’t think I have answered your question. 

Mr. Mountain. Perhaps I should state it differently. I will put 
it in this form. Have you had an instruction to work out reimburse- 
ment agreements with the supported agencies for fiscal year 1956 4 

Mr. Baser. The Department’s administrative support instruction 
of March 12, 1955, is to serve for the preparation of the estimates for 
fiscal year 1956, as well as 1955. 

Mr. Mountrarn. Have you undertaken to negotiate such agreements 
as yet? 

Mr. Baser. Well, not yet, but we will do it any day now. It is 
supposed to be prepared eac h year during the month of October. 

Mr. Mounvrain. This negotiation in April of this year occurred 
before your incumbency, did it not? 

Mr. Baser. That’s right. 

Mr. Mountarn. Do we understand that this was somewhat unusual 
in the sense that the customary time for preparing it is in October? 

Mr. Baper. That is correct. 

Mr. Timpertake. | think basically it is an effort to codify the prin- 
ciples and methods of calculating supporting costs to arrive at reason- 
able amounts to cover all expenses through the inclusion of other agen- 
cies in the administrative expenses in the Embassies. Before, they 
were worked out on an ad hoe basis without general guide lines. This 
is a basis to set up guidelines for future operations and not simply 
for last. year’s purposes. 

Mr. Mountarn. Do we understand you are - esently negotiating 
or are about to, for the agreement for fiscal 1956? 

Mr. Baper. That’s right. 

Mr. Mountarn. What will you do with the agreement that you will 
locally fix? 

Mr. Baser. It will be forwarded to the Department of State who, 
in turn, will pass them on to the agencies concerned after reckoning 
Washington costs, and come to an overall agreement as to amounts 
to be reimbursed to the State Department for administrative support. 

Mr. Mountatn. Will this Embassy be informed of the results as 
they may apply to this post? 

Mr. Baser. Yes. Asa matter of fact just last week we received the 
final agreement between the Department of State and other agencies in 
Washington, as it applied to this post. 

Mr. Mountain. For what fiscal year? 

Mr. Baper. 1955. I have those figures here, also, if you would be 
interested. 

Mr. Mounrain. I believe, Mr. Baber, what we would like to under- 
stand is what functions these local agreements serve and how they 
affect your administrative operations here. Can you tell us something 
of that? 

Mr. Baper. Well, they delineate quite clearly what services are 
expected of the Embassy by the various agencies. We have a check 
list of services rendered to the various agencies describing each service 
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very clearly. The volume or the frequency of the services involved 
determines to a large degree what is expected in the way of reim- 
bursement. 
Mr. Mountatn. Does this serve to help you people determine what 
ke for a given year? 


your staffing pattern is going to have to 

Mr. Baser. It does. 

Mr. Mountatn. Has the information you have received on reim- 
bursement agreements for fiscal 1955 affected the staffing pattern 
which you are going to require for fiscal 1956? 

Mr. Baper. Yes, it quite definitely affected it. However, the in- 
creases in staff that we requested for fiscal year 1957 are based mainly 
on what we feel are inadequacies in the present staff—substantive as 
well as administrative. Thus the only administrative staff is attrib- 
uted to the administrative support that we furnish other agencies. 

Mr. Mountain. Are they attributable at all to the administrative 
support you furnish other agencies ? 

Mr. Baxer. They are. 

Mr. Mountain. Have you submitted these staff requests to the 
Department for fiscal 1956 ? 

Mr. Baer. Yes. 

Mr. Mounrar. I think what we would like to know is how you 
could arrive at a figure of what you would need in the way of staff 
before you had negotiated an understanding with the agencies sup- 
ported or to be supported through fiscal 1956 ¢ 

Mr. Baer. Well, the personnel budget estimates that the Embassy 
approximately ten days ago submitted, refer to fiscal 1957, not 1956. 

Mr. Mounta1n. Budget estimate / 

Mr. Baper. Personnel estimate for Americans and locals for 1957. 

Mr. Mountarn. Not budget but personnel requirement estimate? 

Mr. Baser. That’s right. 

Mr. Mounrain. For fiscal 1957? 

Mr. Baper. That’s right. 

Mr. Mountarn. When did this Embassy submit the personnel re- 
quirement estimate for fiscal 1956? 

Mr. Baser. I was not here, sir, and cannot answer that question. 

Mr. Mounratn. Mr. Yordan, do you know ¢ 

Mr. Yorpan. I don’t remember, I had very little to do with per- 
sonnel. 

Mr. Mountatn. Would it be a fair guess, about a year earlier than 
1957 ¢ 

Mr. 'TIMBERLAKE. aa are normally annual requirements falling 
at. the same time every yea 

Mr. Mounrarn. And thi at time is when ? 

Mr. Baner. In July, at the beginning of the fiscal year, or shortly 
before. 

Mr. Mountain. Not for that year, but the following year? 

Mr. Baper. Yes. 

Mr. Mounrarn. Sothe Department will be able to prepare its budget 
estimate in the fall preceding the fiscal year, in which the funds are 
required ¢ 

Mr. Baper. Yes. 

Mr. Mountain. Then we understand that probably sometime in 
July 1954, you submitted—this post submitted to the Department—its 
staffing requirements for fiscal 1956? 
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Mr. Baper. I would think so; yes. 

Mr. Mountain. Then my question, Mr. Baber, is how, without hav- 
ing worked out some reimbursement agreements even on a projected 
basis with the supported agencies, is it possible for this post to make 
an estimate of its staffing requirements ? 

Mr. Baer. It is possible through attendance at the budget meetings 
of the program budget of the agencies concerned in which an indica- 
tion is given as to whether there will be greater services expected of the 
Embassy during a subsequent fiscal year, or less. 

Mr. Mountain. In other words, you sit down with representatives 
of the supported agencies in an informal or formal meeting and learn 
thereby whuther their requirements are going to be much greater or 
much less in the near future? 

Mr. Baser. That is correct. 

Mr. Mounratn. This brings us to the question of what actual func- 
tion these reimbursement agreements serve. If they do not enable you 
to forecast your stafling patterns, do they serve any administrative 
purpose to you here? 

Mr. Baer. Up until now we have been talking about personnel 
requirement estimates for, say, 2 fiscal years later. 

Mr. Mountarn. Well, isn’t the plain fact of the matter that they 
have no impact at all on your estimates of how many people you will 
require, and that they do represent information which is needed by the 
Department and not by the post ? 

Mr. Barer. That is not entirely correct. We do use these estimates 
in evaluating what personnel we are going to need, but because these 
estimates have—these agreements—have not been projected a year or 
so ahead of time because this instruction was late in getting out, we 
have not been able to foresee. We have not gotten down to the business 
of projecting this 1 or 2 fiscal years ahead. 

Mr. Mounvaty. Is it your understanding that when you do get down 
to this new procedure it will work so you project ahead your staffing 
requirements based on reimbursement agreements ? 

Mr. Baprr. Yes, sir; eventually, when the thing is perfected. 

Mr. Mounrarn. Are you informed by the Department as to what the 
actual reimbursement was for your post for a year past ? 

Mr. Baner. Yes. 

Mr. Mountain. Do you know what the reimbursement payments 
were for Lima for fiscal 1955? 

Mr. Baper. Yes. 

Mr. Mountain. Would you give us a schedule on that, please? 

Mr. Baper. Yes. The total amount of the shared administrative 
expense allotment for fiscal year 1955, after concurrence by the De- 
partment of State and the agencies in Washington, was $124,742. The 
State basic part was $73,639. The USIS part was $36,755; the ICA 
share was $7,236; the MAAG share $5,436; the Atomie Energy Com- 
mission $943. That includes post expenses from post allotments and 
also expenses that are obligated by the Department in Washington, 
such as American salaries. 

Mr. Mountatn. What administrative use do you make of this par- 
ticular information when you get it? 

Mr. Baper. When this information is recéived we transmit it to 
the agencies concerned here who participated in the agreement for 
their information and guidance in preparing the next year’s estimates. 
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Mr. Mounratrn. Mr. Solana, can you tell us what use your agency 
makes of this information when it is obtained 4 

Mr. Soxana. It gives us an idea of the amount of money which 
we are required to obligate on our books. In this case, this is for 
fiscal 1955, the obligation had already been made and we have to 
check that against the amount agreed upon, against the obligation that 
we made last fiscal year to make sure that sufficient funds were obli- 
gated to cover the total expenditure. 

Mr. Mounrarn. Do we understand then, Mr. Baber, that this report 
to which you just referred has only recently been sent to you from 
the Department ? 

Mr. Baser. Yes, this report was sent to Lima under cover of the 
Bureau of Inter-American Affairs’ memorandum dated October 7, 
1955. 

(The information referred to follows:) 


The percentage breakdown by agencies of the Shared administrative expense 
estimates, according to the agreement forwarded to the Department by the 
Embassy in dispatch No. 45 of April 11, 1955, was as follows: 

Percent 
State basic program . 46 
USIA 9.57 
ICA . 89 
MAAG . 57 
Atomic Energy Commission ye | 


The percentage distribution of the post agreement concluded by the Depart- 
ment of State in Washington with the agencies concerned, as returned to this 
Embassy in the Department of State’s memorandum of October 7, 1955, is as 


follows: 

Percent 
SR OE, OO i sae sh cihitih sched cnctsl eanslisaaial x sepleiscedllcs gaat . 0587 
State basic program 3. 03 
USIA 47 
ICA 5. 80 


Qr7 


~ ood 
. 0756 

Mr. ast NTAIN. Had you had any prior advices from the Depart- 
ment as to the final figures agreed upon in Washington for adminis- 
trative support ? 

Mr. Baper. I wasn’t here, but I believe the true answer would be 
“No.” 

Mr. Yorpan. That is right. 

Mr. Mountarn. So you sent in a suggested level of support for these 

various agencies at the beginning of the fiscal year, and heard no more 
from the Department about those : agreements until your final figures 
were receiv =a as to what had been ch: arged against them ? 

Mr. Baper. That’s right. 

Mr. Yorpan. The estimates were sent out on April 11, not the begin- 
ning of the fiscal year. 

Mr. Mounrain. Well, I am glad to be corrected, Mr. Yordan. 

Mr. Yorpan. I believe there is something here that may help us to 
understand this matter. The instruction says: “In fiscal year 1955 
the timing will, of necessity, be different,” the reason for it being that 
the instruction was published in March, when the fiscal year was three- 
quarters over, and this instruction, the chronology of estimates and 
payments shown here, will really start operating as outlined in fiscal 
year 1956. 
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Mr. Mountain. Thank you, Mr. Yordan. 

Mr. Baber, in fiscal year 1955 do you know whether or not this post 
was called upon by the Department to return any possible savings to 
meet a departmental deficit ? 

Mr. Baper. Yes; it was. The Embassy was asked to report any 
possible savings in the Department’s “CA 7964 of May 17, 1955,” and 
also a letter was received from the Under Secretary for Administra- 
tion, Mr. Henderson, urging the post to examine its financial position 
with a view to economizing : ‘and releasing any unneeded funds. 

Mr. Mountain. Were you able to discover any potential savings? — 

Mr. Barer. We were. The Embassy released $2,312 in 1 of its 2 
operating allotments, by its operation memorandum of March 26, 1955. 

Mr. Yorpan. I wish to point out the dates. This release of funds 
was accomplished by the Embassy prior to the receipt of the requests 
mentioned before. 

Mr. Mountatn. I don’t know whether this is unique or not, but we 
might ask where you got the savings from ¢ 

Mr. Yorpan. We reviewed our allotments, our two operating allot- 
ments—programs expenses and shared administrative expenses, as of 
the end of February 1955. I prepared a couple of charts projecting 
both allotments through the end of the fiscal year, and it was estab- 
lished that the allowances that had been estimated for the basic pro- 
gram were higher than the actual needs and that some funds could be 
released from there. The reason why these estimates were higher 
than actual needs was the lapses.in personnel who had been transferred. 
Som incumbents had been transferred and the new ones had not ar- 
rived, and so savings were effected. 

Mr. Mountarn. In other words, because your staffing pattern was 
not filled at all times you were able to make some savings due to the 
lapses ? 

Mr. Yorpan. That’s right. 

Mr. Mountain. Was this entire figure obtained from these lapses ? 

Mr. Yorpan. We actually had to transfer or request a transfer of 
money from the basic program to the shared administrative expenses, 
and the net figure was $2,312. These charts here will show what was 
accomplished. 

Mr. Mountain. What we would like to understand clearly is 
whether or not you had to take any money out of the administrative 
support account ? 

Mr. Yorpan. It was the other way around. 

Mr. Baer. It was added to the administrative support allotment. 

Mr. Mountain. And this $2,312 was added, taken out of the State 
program funds, or allowances funds, and put over into the reimburse- 
ment shared expenses account ? 

Mr. Baper. That’s right. 

Mr. Mountarn. Where did the Department make a savings on that ? 

Mr. Yorpan. There was a need for $4,000 additional in the adminis- 
trative allotment. The basic program allotment showed an overage 
or saving of $6,300. The Department was then requested to transfer 
the required funds to the : sdaninidie ation account from the program 
expense allotment, and keep the difference. From a total savings of 
$6,300, we required $4,000 in administration; thereby, the Department 
obtained $2,300, or the difference. 

( Discussion off the record.) 
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Mr. Yorpan. I would like to partially clarify why the $4,000 need 
for this fund came about. I pointed it out to the Department in our 
operation memorandum dated March 26, 1955, subject: Administra- 
tion ARA. 

Mr. Mountain. May we have a copy of that for our records? 

(The material referred to follows:) 


OPERATIONS MEMORANDUM 
MARCH 26, 1955. 
To: The Department of State. 
From: AMEMBASSY, Lima. 
Subject: Administration—ARA: Request for adjustments in allotments 5A—4136 
and 5A-5136. 

The Embassy has examined the status of its allotments 5A-4136 (program 
expenses) and 5A-5136 (administrative expenses) and the fiscal position as of 
February 28 is shown in the attached analyses. 

It will be noted that there is a surplus of $6,388 in allotment 5A-4136. How- 
ever, there is an immediate need for $4,076 in allotment 5A—5136. It is requested 
that a transfer of funds in the amount of $4,076 from 5A-4156 to 5A-5136 be 
authorized by telegram, so that the change may be reflected in the March 
DS-910. The balance of $2,312 in 54-4136 is available to the Department and 
is herewith released. 

The need for additional funds in allotment 54-5186 is the result of several 
factors. At the time the Embassy compiled its financial plan for fiscal year 
1955, the rate of exchange used to arrive at its figures was Soles 19.50 to $1. 
The rate has been static at 8/19 to $1 for most of the fiscal year, thereby result- 
ing in an approximate deficit of S/0.50 per dollar spent. It was originally 
estimated that $23,378 would be required for allowances. This estimate was 
reduced in the amount of $2,175 by the Department. It has now become ap- 
parent that the Embassy’s estimate was correct and in fact, more funds are 
needed for this purpose than was anticipated. 

There is also a pressing need for an increase in the official residence allotment 
to the extent of $211. The expenditures under this allotment have been running 
at a higher rate than budgeted as a result of the strengthening of the sol. This 
transfer of funds has been considered in arriving at the total savings to be 
effected from allotment 5A—4136. 

It will be appreciated if the above requests can be given urgent consideration. 


Administrative eapense allotment 


| | 
Financial In- De- Obligated Balance 
plan | crease | crease | Feb. 28 /unobligated 
i 
| | 


Required 
Mar. 1 to 
June 30 


| Increase or 
| (decrease) 


antl 


5, 900 | $727 
9, 000 
, 300 


Local salaries............-} $14, 014 $1, 300 $10, 141 $5, 173 
Allowances.......------ 21, 203 | uniana aal 5, 5: 5, 681 
RNG cist dade nccpeceul 60 | 50 | --- 22 ‘ 1, 288 
ONS ~~ anet ‘ 8, 55é 
Building operation ex- | 1 
WR aie on t.t -l 33: OP luscidck beta 90 | 3, 760 3, 760 
Auto operation expenses- | 1, 390 |-- | 485 485 
Contracts and miscella- | 
neous : | 2, 650 | , of 1, 070 | , 070 |... 
Supplies and equipment_-} 9, 740 7, 685 2, 055 2, 640 | 


4, 855 


| 
to innaljaenicihdinpenibigienpiiniaiiadir tilde -| ; i aenecietinaris Maas i 
| 








74, 417 3, 300 53, 350 24, 367 | 28, 443 4, 076 


1 See the following: 
April requisition --- - hoe seemed s ; ‘ Pe ee on A : $1, 500 
Petty purchases - --- ; : ; . 1,000 
Typist chairs-------- cH se aSt ; : ah 140 


2, 640 
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Program expense allotment 5A—4136 

















| 
a . : | Required " 

| Financial | In- De- Obligated | Balance | Increase or 
Item | plan | crease | crease | Feb. 28 |unobligated "Son ae, | (decrease) 

| | | _ | 
Local salaries...........-| $19,716 |......--|-.---0.- | $12, 508 $7,208 | $6,658 | ($550) 
Allowances.........-----| 30,775 |......-. $1, 241 17, 333 12, 201 | 9, 000 (3, 201) 
Official residence________- eee ts 1 tele sony 1,411 | 589 | 800 | 211 
Pc techicickdnseuvions 4,150 |.......- iene 152 3, 998 | 1, 150 | (2, 848) 
ne 56, 641 | eee | 1, 241 31, 404 | 23, 996 | 17, 608 | (6, 388) 








Mr. TrmpertaAKke. May I say one thing, that ever since I came into 
service there has been a standing rule that on June 1 of each year you 
report known savings automatically. On June 15 you telegraph any 
other savings which subsequently appeared. This will enable the De- 
partment to apply them to other posts which might be deficit. This 
anticipates it, but is the same thing. We inform the Department so 
they will have a maximum time to decide what to do with such funds. 

Mr. Mounratn. In this case, you informed the Department of these 
savings prior to Mr. Henderson’s instructions. 

Mr. Timper.ake. Yes, we did. 

(Discussion off the record.) 

Mr. Mountain. Mr. Baber, what devices are in being in this post 
for controlling the volume of telegraphic traffic’ 

Mr. Baser. Every telegram that is sent out of this place—correct 
me if I am wrong on this—is brought into the administrative officer 
for review to see whether it should go as a telegram or in the pouch. 

Mr. Yorpan. Matters of policy and the real bulk of telegraphic 
traffic are cleared through Mr. Timberlake. 

Mr. Trmpertake. All go through me, and the Ambassador. The 
Consular Section for example, is reapoustbip for routine answers either 


required by regulations, periodically or “state cost of reply” telegrams 
on clearance of i immigrants. Those are routine. In many cases they 


are reimbursed by the interested party and would not affect our tele- 
graphic expenses. They are met by the interested party, but anything 
excepting routine telegrams has to be approved by me or the 
Ambassador. 

Mr. Mountarn. Your approval and that of the Ambassador, I pre- 
sume, are in terms of the substantive content ? 

Mr. Trmpertake. Plus the loquacity of the individual. If they can 
be said in fewer words we reduce the number of words. 

Mr. Mountain. Do you review these telegrams from the standpoint 
of whether or not they should go by pouch? 

Mr. Trmpernake. Yes. 

Mr. Mountratn. Upon what do you base such a determination ? 

Mr. Timpertake. The urgency of the matter itself and whether a 
reply will be as useful, or if there is a possibility that it will lose its 
usefulness by being transmitted by cheaper means. 

Mr. Mounrarn. You mean the amount of attention a telegraphic 
message might get in Washington, as opposed to a pouch message ¢ 

Mr. Trpertake. No, strictly in terms of time. 

Mr. Mountarn. Do the originating officers include in their draft a 
deadline date by which the recipient must have the information ? 

Mr. Timpertake. No they don’t, but in most cases | would know 
myself what the urgency would be. 
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Mr. Mountain. Do you think if the originating officers on either 
it F administrative routine or substantive policy telegrams included their 


© or ; estimate of a deadline date it would help you and Mr. Baber control 
ae) E the traffic ? 

— } Mr. Trmpertake. Frankly, I don’t think so because in most cases 
am) : their substantive telegrams are of importance. I would discuss with 
211 the officer, probably, the need for the telegram before it would be 


cane . drafted. My liaison is close enough so that most of them are antici- 
_ ; pated. 
ae Mr. Mountatn. Do you have good pouch service with Washington ? 


nto Mr. TimpBer.ake. Relatively, yes; compared with Quito and La 
rou i Paz. 

ny Mr. Mountain. Are you personally familiar with the schedule of 
Je- pouches ¢ 

his Mr. Trmpervtake. Relatively, yes. There is an air pouch going 
so on Wednesday morning and one on Saturady morning, courier pouch, 
ds. in other words classified material. There are daily unclassified air 
ese pouches and there is always a sea pouch. 


Mr. Baxser. And there are two south bound courier trips a week. 
Mr. Mountain. Do you have a pouch-control officer at this post? 
Mr. Timpertake. Mr. Baber has that responsibility personally. 


ost Mr. Mountain. Do you think that there would be any advantage 
if the decision as to whether to send a message by pouch or telegraphic 

ect means were left to Mr. Baber? 

cer Mr. Trmpertake. It would relieve me of a certain amount of work 

but I prefer to be in the picture because it is a matter of concern to 

hic me whether it is done as economically as possible, and whether a dis- 
patch is called for. 

‘he Mr. Bazer. I might add that we send relatively few administrative 

ver telegrams. Practically all of our material goes by air pouch. 

ms Mr. Mounrarn. Do you have any figures to show your total volume 

ley of telegraphic communications for a given month or year! 

le- Mr. Baser. I tried to get some statistics 2 or 3 days ago in con- 

ng nection with the justification for the request for another communica- 

‘he tion clerk, and was told that no statistics had been kept as to code 
groups and words. 

re- Mr. Trmpertake. They have been kept in September. The total 
number of code groups incoming from the Department was twenty- 

an seven-thousand-some-odd groups. In July, as a comparative statistic, 
something like 17,000 groups were received from the Department. 

int The increase was due almost entirely to the Ecuador-Peru border 


dispute which blew up last summer ; because we were directly involved 
in it with attachés from here and Quito inspecting on this side of the 
border, and we served as a channel of communication with the Guar- 


a antor Commission in Rio. 

its The transmission of information regarding the progress of the 
settlement of this dispute accounted in large part for the larger 

hic volume of cable traffic. I am sure our outgoing traffic would have 

shown even larger increases. Those are unpredictable things which 


may make it necessary to request additional funds. 
ta Mr. Mounratn. The figures you quoted refer to incoming traffic. 
Do you have any analysis of outgoing traffic ? 
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Mr. Timperiake. Only that I am almost certain that our increase 
in outgoing traffic will have been even larger than the increase in 
incoming traffic. 

Mr. Mountain. But you have no figures ? 

Mr. Timpervake. I have asked for them to be drawn up and I think 
the code clerk is doing that. 

Mr. Yorpan. We have the costs. Last fiscal year the average 
monthly cost to the Embassy for outgoing telegrams was $600 a 
month. During the month of September, when the border incident 
occurred, the cost jumped to $900 or $1,000 per month. 

(Discussion off the record.) 

Mr. Mountrarn. Mr. Timberlake, I believe earlier you gave us fig- 
ures on the number of people who had been integrated ‘according to the 
Wriston program at this post ? 

Mr. TrwpertaAke. Yes, sir. 

Mr. Mountatn,. Can you tell us what the impact of this integration 
program has been, if any, in terms of altering the operations ‘of this 
post ¢ 

Mr. Timpertake. I should say there hasn’t been any immediate im- 
pact. The individuals concerned are here with the exception of one 
person, the former administrative officer, who was transferred from 
the post in the meantime. The functions they are performing are 
the same now as they were. The effect, therefore, upon the staff in 
Lima or the activities of the persons concerned has been relatively 
minor. The impact upon the persons involved potentially is some- 
thing else but it hasn’t been felt here. 

Mr. Mounrarn. Have you been able to use these integrated people 
any differently now that they are FSO than when they were F ‘SS? 

Mr. Trmper.ake. Possibly, if you look toward the development of 
the individual in the field of greater utility to the Foreign Service, 
rather than taking advantage of his own specialized knowledge. Then 
you could say, perhaps, yes. But if you would run down the people 
involved—one is Mr. Erickson, security adviser to the Ambassador. 
He is a security expert and is responsible not only for investigations 
in Lima but as a regional security officer for Latin America. He is 
overworked now with a very large number of clearance requests on 
staff people and on others for home security checks which must be 
run, or for which he is responsible, so he has literally no time for 
any other activity so long as he is specifically so designated in Lima. 
Then we have Mr. Yordan, disbursing officer, here. His time has been 
pretty thoroughly occupied with a highly technical, specialized activ- 
ity here involving the expenditure and accounting for a considerable 
amount of Government money. He is probably, the only qualified 
accountant on the staff at the present time and could much better be 
employed during his tour of duty here in that job than in any other. 
We have no one else here with suitable qualifications to replace him. 
If the Department sends a replacement for him, that replacement 
would necessarily have to have similar qualifications. 

Then we have Mr. Bramson, minerals attaché, who has spent his 
entire time either in a reserve officer capacity of Foreign Service staff 
capacity as a specialist on mines and minerals. The Bureau of Mines 
expects competent mineral reporting from a country in which there 
is produced a large, large number of minerals and they have a right 
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to be informed by people with a knowledge in that field, so that he, 
again, has the training, the background for the job, and the need for 
it is here. He is the man here and, therefore, he continues to do the 
job for which he was originally sent here. 

Mr. Royt is the commercial attaché who has been doing 2 men’s 
work since the transfer of the economic counselor last May, and his 
replacement, the economic counselor, has only just arrived. He is the 
only man in the establishment with the possible exception of myself 
who might have carried on the work of the Economic Section during 
the last 6 months. It is a job that still needs to be done. There is a 
possibility of transferring someone else to his position and giving him 
training in other Embassy or consular functions. 

The remaining one is Miss Sofia P. Kearney, who is now the consul 
in charge of the Consular Section, who arrived about 6 or 8 weeks ago, 
and who is an old and well-trained consular officer. She is the only 
person who is completely competent in another specialized field, 
primarily citizenship law and immigation law. Those who have not 
worked with it directly may not know that this is a highly specialized 
field in which mistakes can really make a difference. You issue a visa 
and someone is refused admission at the port of entry in the United 
States and you hear lots about that. 

The CHarmman. On this question of consular staff and the Visa 
Section, what is your personnel situation ? 

Mr. TimpBertAke. The consul in charge of the Visa Section was Mr. 
Heiler. He was transferred in the e arly part of May, roughly 3 weeks 
after I arrived, and since that time and until Miss Kearney’s arrival, 
there was 1 consular officer in charge. 

The Cuairman. You have two officers now ? 

Mr. Trwpertakr. Authorized, but actually only 1 on board from 
May until about 6 weeks ago. 

The Cuatrman. You have two now? 

Mr. Trmperiake. No; because 8 days after Miss Kearney arrived, 
the other one was transferred to Italy. 

The Cramman. The reason I bring this up is that I was speaking 
with one of the American businessmen about this and he had one 
complaint to make about the staffing of the consular office. The work 
was piled up so that you couldn’t get a visa and they struggled around 
to get it out. He said there was only 1 person there to handle it, and 
they used to have 3, and he thought something ought to be done about 
it. He said he hadn’t talked to you about it, and I suggested that 
he do that so you could get in an appropriate recommendation with 
respect to an additional staff man or men. 

Mr. Timpertake. He did talk to me about it. His name is Alexander 
and he works for Panagra. They are sensitive to the visa operations. 

The Ciaran. How much of this situation is due to the man-in- 
motion problem ? 

Mr. TimpertaKe. Almost entirely. 

The Cuarrman. At the present time ? 

Mr. Tiwsertake. Up to and including the present time. With the 
departure of Heiler, the work in the Visa Section was concentrated in 
one individual, because under consular practice 
The CrHarman. .Then you had two for a while? 
Mr. Trupertake. For 8 days. 

The Ciaran. Oh. 
73434—56——_38 
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Mr. Timpertake. Actually, 4 working days. 

Mr. Souana. There were three until the middle of 1953. 

Mr. Timpertake. That’s true in other sections, also. The Economic 
Section was cut, I believe, from 5 to 2, or 4 to 2. 

The Cuarrman. What did you say this man’s name is? 

Mr. Timpertake. Alexander. 

The Cuarrman, Well, he said it had been a three-man operation 
until now. He said the service was terrible. 

Mr. Trmpertake. I agree with him and I am sensitive in that area, 
myself, because I have been a long time in the consular service and 
I know what it means to have consular services curtailed. It means 
a great deal to local American business people. I hate to see the con- 
sular service restricted by understaffing to doing only a part of the 
job that it should be able to do. The difficulty ‘lies in the power of 
the individual to sign. I have been a consul general for a long time, 
but in Lima I cannot sign a consular document because I am not 
accredited here as a consular officer. To be so accredited, they would 
have to request exequatur from the local government. 

The Cuamman. I didn’t mean to prolong the session but I did 
want to ask about this. 

Mr. Timpertake. I am with you on this one because I have seen so 
often the consular offices which are already sparsely staffed, clipped 
a little more, I suppose on the assumption that diplomatic work must 
goahead. But it very often reduces the capacity of the Consular Sec- 
tion to do the work it is required to do by statute. 

Mr. Souana. And it affects terrifically not only your public rela- 
tions with the people in the country, but also with the American 
business community. 

Mr. Mountarn. Are you required, on an annual basis, to review 
the job classifications of the personnel at this post? 

Mr. Baser. We are. 

Mr. Mountatn. Can you give us some idea of how much work is 
involved in performing that ‘duty ? 

Mr. Baper. Quite a ‘lot. Not too much in the actual reviewing of 
the position descriptions but when there have been changes in “the 
duties of the incumbent. Quite frequently there have been changes 
in the duties requiring a complete rewriting of the position, which is 
a very long drawn out description of seve1 ral pages. 

Mr. Mountain. These reviews of these position descriptions, when 
newly written, have to be reviewed by a number of people in the 
Embassy / 

Mr. Baner. First by the person occupying the position, then his 
supervisor, then the administrative officer. 

Mr. Mountain. Also, Mr. Timberlake ? 

Mr. Baser. Not normally. 

Mr. Timper.ake. If they represent any great change they would 
be reviewed by me. 

Mr. Mounratn. What function locally does that review perform ? 

Mr. Baser. I don’t know exactly what you mean. 

Mr. Mountain. What administrative use can you make of these de- 
scriptions, once written? Do they help you better to adjust your 
personnel, or to slot them properly ¢ 

Mr. Bazer. They are of practically no use in that way so far as I 
can see. 
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Mr. Mounrarn. Is it your experience that you have to put people 
where the workload is, regardless of their classification ? 

Mr. Baser. Exactly. 

Mr. Timpertake. Yes. 

Mr. Mountain. Does the Department send you people at the inter- 
mediate and lower grades with the jobs already specified before they 
leave Washington ? 

Mr. Baser. Almost without exception. 

Mr. Timpertake. They are given categories, such as political officer, 
labor; or secretary, administrative; or secretary, economic section. 

Mr. Mountain. Are you able to utilize these people in positions 
other than those the Department has decided they are to go into? 

Mr. Timpertake. When it concerns people with specialized techni- 
cal qualifications, no. When that is not so, sometimes we have to use 
them in other slots than the ones for which they were earmarked when 
they left the Department. For example, if they send a secretary for 
the politica! section and the Ambassador’s secretary is on leave, some- 
body is going to be secretary for the Ambassador and it may be that 
person is the one who can be most easily put in. 

The CuarrmMan. That would be purely temporary, though; 
wouldn’t it? 

Mr. Timper.ake. Yes. 

The Cuarrman. And when the Ambassador’s secretary returns that 
girl who has served in the position temporarily would go on to the 
position for which the Department had scheduled her ? 

Mr. Timper.ake. Yes, sir. 

The CrHartrmMan. She doesn’t get the job of secretary to the Am- 
bassador ¢ 

Mr. Timpertake. No. My own habit has been to make certain that, 
if qualified, the person with the greatest experience and seniority is 
promoted into the job which might become vacant, if the person with 
the rating is transferred out of the shop. It gives an opportunity 
to our own people to demonstrate whether they can hold positions 
of greater responsibility. In other words, I wouldn’t jump someone. 

The CuarrMan. Yes, but you can’t always do that; can you? 

Mr. Trmeer.aAKke. No. 

Mr. Mountatn. From the standpoint of efficiency and economy in 
local operations, would it help or hinder you if the Department would 
send you people not already slotted ? 

Mr. TimBer.ake. It would certainly help if there were greater flex- 
ibility in normal clerical help or even junior officers, if the officer in 
charge were not so strictly limited in the use to which this officer 
should be put by instructions or regulations from Washington. 

The CuatrmMan. That is a good, strong point. 

Mr. Baser. Another thing that would help would be if clerical per- 
sonnel had more skills when they arrived. Some of them have been 
limited to one kind of work because they have no other skills. 

Mr. TimpertAKke. We have now one classified cryptographic clerk. 

There has been an effort to train other stenographers in cryptog- 
raphy. That has been almost impossible because the burden of work 
on the stenographers has left them no time to learn how to become 
cryptographers. Yet, if a message has to go out at night, Sundays or 
holidays, one guy is getting the duty because he is the only one 
qualified. We have, in the past, endeavored to equalize the burden 
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slightly. Very recently, we had a perfectly well-deserved crack on 
the wrist from the Department because of incorrect, indicators, which 
is the result of lack of familiarity with the operation, which required 
time from the people in the Department of State to decipher. Find- 
ing the key to this problem is like a Chinese puzzle, merely because 
we don’t have trained cryptographic people. 

The Cuarrman. I think this is a good place to stop. 

Mr. Timpertake. Thank you very much. I am sorry I was not 
able to be with you all afternoon, but you certainly ought to have a 
pretty full record. 

Mr. Mounta1n. I am sure we have. 

The Cuarrman. I surely do thank you, Mr. Timberlake, and your 
associates, for your helpfulness. 

Mr. TrmpertAke. Thank you, Mr. Chairman. We enjoyed having 
you. 

(The subcommittee adjourned at 5:15 p. m.) 
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OF THE COMMITTEE ON GOVERNMENT OPERATIONS 
Bogota, Colombia. 

The subcommittee met at 10:30 a. m. in the American Embassy, 
Bogota, Colombia, Representative Porter Hardy, Jr. (chairman of 
the subcommittee), presiding. 

Present: Representatives Porter Hardy, Jr., Jack Brooks, George 
Meader, and Victor Knox. 

Subcommittee staff members present: Maurice J. Mountain, coun- 
sel; and Walton Wood, staff investigator. 

Also present: Hon. Philip W. Bonsal, United States Ambassador 
to Colombia; Willard F. Barber, deputy chief of mission; R. A. 
Poole, chief of political section; Henry S. Hammond, acting chief of 
Economic Section; Glenwood B. Matthews, administrative officer ; 
Joseph Quintanilla, second secretary ; and Leonard R. Cowles, Foreign 
Service inspector. 

Mr. Harpy. Mr. Barber, I think we are ready. 

Mr. Barser. All right, sir. For the benefit of our officers, would 
you explain the rules of on the record and off the record ? 

Mr. Harpy. I'll be glad to. 

The record of the Embassy personnel, ICA, USIS, and other 
agencies is to be printed. However, it will be returned to the Embassy 
for review by the individuals participating in the discussion so we 
may be assured of an accurate record. There will be consideration 
of the points of view of the people who testified. There may be 
times in the course of this discussion when particularly sensitive 
information will be a subject for conversation and make it necessary 
for us to go off the record. We don’t want to go off the record at 
ay) time unless it is extremely necessary since there will be an oppor- 
‘tc ity for review before the record is printed. 

‘Ir. Barber, I think we can proceed now. 
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STATEMENT OF HON. PHILIP W. BONSAL, UNITED STATES AMBAS- 
SADOR TO COLOMBIA; ACCOMPANIED BY WILLARD F. BARBER, 
DEPUTY CHIEF OF MISSION; R. A. POOLE, CHIEF OF POLITICAL 
SECTION; HENRY S. HAMMOND, ACTING CHIEF OF ECONOMIC 
SECTION ; GLENWOOD B. MATTHEWS, ADMINISTRATIVE OFFICER; 
JOSEPH QUINTANILLA, SECOND SECRETARY; AND LEONARD R. 
COWLES, FOREIGN SERVICE INSPECTOR 


Mr. Barser. All right, sir. My name is Willard F. Barber. 

Mr. Chairman, the Ambassador, whom you saw last niglit and earlier 
this morning, is at the moment at the funeral of an American citizen 
named Mr. Walters who died yesterday. Local regulations and law 
require burial the next day. This gentleman was the head of one 
of the most important American concerns here. The Ambassador 
regrets very much his inability to attend the first part of the meeting. 

Mr. Harpy. The subcommittee certainly understands the situation. 

Mr. Barser. If the members of the committee will permit me, I 
feel a little more comfortable on my feet. I'll have the privilege of 
giving you an estimate of the Colombian situation. I'll . followed 
by Mr. Poole, Chief of the Political Section of our Embassy. Mr. 
Poole will be followed by Mr. Hammond, Acting Chief of the Eco- 
nomic and Commercial Section of the Embassy. The agricultural 
attaché, Mr. Loveridge, is outside and will be ready for any questions. 
The public-affairs officer is also outside and will be ready at any 
moment to join us. 

The Republic of Colombia is approximately the size of the State 
of Texas and the State of California combined. This border of Co- 
lombia is Venezuela [pointing to map], the southern border, Brazil; 
a corner of the south borders on Peru. About one-quarter of the 
southern border of Colombia is Ecuador. To the northwest, Colombia 
borders on the Republic of Panama, which, as you gentlemen know, 
has in it the Canal Zone. Colombia is the only South American coun- 
try that faces on both oceans. Colombia is a mountainous country. 
There are 3 separate ranges of the Andes which to the south join 
together in 1 higher range which you gentlemen saw and crossed when 
you were in Peru and in Chile. I mention the existence of 3 mountain 
ranges because many of the larger cities, the larger populous areas, 
are inland and they are inland over 1 or 2 or 3 mountain ranges from 
coastal ports. 

Bogota, where we are at this moment, is on the edge of a plateau 
verging on the third range of mountains. Bogota and other inland 
cities are far from the ocean from the point of view of transportation. 
That’s a very important economic factor, which Mr. Hammond will 
probably refer to in a few moments, because ports, of which the chief 
one is Barranquilla on the Atlantic, and the chief one on the Pacific 
is Buenaventura, receive goods by ship and then goods come inland 
by truck, by train, and by air; doubling the costs of many products 
from the time they are landed at the seacoast to the time they are 
landed at the consuming centers. I said they also come in by air. 
Aviation is a very important aspect of economic life in this country. 
There is more air freight carried and landed in Colombia than any 
other country in the Western Hemisphere with the exception of the 
United States alone. Despite the fact that Brazil and Argentina are 
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large countries, greater areas, greater populations, Mexico also; the 
centers of population i in most of those countries are close to seaports. 
Buenos Aires, Rio, Sao Paulo, and so forth. The population of this 
country is a little more than 12 million. The population mixture is 
that of European origin, largely Spanish, plus some Indian blood, 
plus Negro shoud, In gener al the Negro population is on the coast. 
The coast is hot country, as the phrase is used here in Colombia. We 
are just a little bit north of the Equator, so a sea-level coastal city 
it is very hot. Inland plateaus are cooler. Bogota, as you witnessed 
last night and today, in the rainy season can be kind of chilly, as we 
are at an altitude of 8,600 feet and the mountains go up from here. 

Agriculture, which is the real basis of the country’s economy, is 
varied then according to elevation rather than north or south or east 
or west. Banana plantations, rice, or sugarcane on the coast; fruit, 

cattle, coffee from 1,500 feet to 6,000 feet. Cattle all over the countr y 
varying, of course, the breed according to the temperature; Holsteins 
here on the slateau, Brahmin in the hot country. 

Industry 1n this country is on the move, or is increasing. Industry 
has two large centers in the sense of heavy y industry, one is a steel plant 
which has just been getting into real production the last 6 months. 
Paz de Rio is the name of the steel plant. Barranca Bermejo is the 
center of oil refining. A new oil refinery is being constructed at 
Cartagena; ground has been broken, construction will take place for 
another 2 years. Those are the 2 centers or the 3 centers of heavy 
industry. Light industry includes textiles, leather goods, ceramics, 


tiles, bricks, beer, glass; Cali and Medellin are the chief cities for the 
new and growing industry. 


Mining in this country should be described first in terms of coal. 
There is a considerable amount of soft coal scattered in almost all 
areas of the nee There is some gold; there is some platinum 


mining; there have been recent reports, which have not been verified, 
of uranium deposits in the country; the country, then, has somewhat 
of a mixed economy. Some fishing; some lumbering; s some planta- 
tion-type agriculture, like banana “plantations; ‘rattle, mining, and 
I save for the last, coffee. 

Coffee is the main export of this country. Eighty-five or eighty- 
eight percent of all the dollars and foreign exchange money that this 
country g gets comes out of the coffee export t trade. 

One word about the international relations of the country. With 
Venezuela, good relations are maintained. The same can be said of 
Brazil, despite the two countries touching each other. Actually, 
in politi ‘al and international affairs, Bogota seems quite remote from 
Rio. In years past, down in the southeastern corner of Colombia, 
there have been border disputes with Peru, including actual warfare 
in the years 1931, 1932, and 1933. Ecuador, the other neighboring 
country, is on very warm, friendly terms w ith Colombia. Panama, a 
republic, which prior to 1903 was a northern province of Colombia, 
is on good terms with Colombia. Internationally, Colombian diplo- 
matic relationships with the United States are satisfactory, favor- 
able and friendly. Colombia is the only Latin American country 
that contributed fighting troops in the Korean campaign. ‘Xolombia, 
in the Organization of American States and in the United Nations 
voting, often finds itself voting the same way that the United States 
votes. As recently as yesterday, Ambassador Bonsal was consulting 
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with the Foreign Office people here about 2 or 3 votes that are coming 
up at New York sessions of the General Assembly and it turned out 
after a few minutes’ discussion that the Colombian delegation in New 
York already had instructions on these two issues which were almost 
identical with the instructions the United States delegation had. 

Mr. Poole, the Chief of the Political Section, will now give a brief 
description of the political governmental organization of the country. 
We are prepared to answer questions at any moment. We think that 
perhaps after Mr. Poole and Mr, Hammond have given their 8 or 
10 minutes of exposition, it would be more profitable to have questions 
then, but we are ready for questions at any time. 

Mr. Harpy. Thank you Mr. Barber. 

Unless something does arise at a particular moment while these 
comments are going on, it would be better to defer our questions. 

Mr. Poole suppose you go on. 

(Discussion off the record.) 

Mr. Harpy. Thank you very much for that discussion. Maybe we 
ought to see about possible questions before we go into the economic 
side of it. 

Mr. Brooks. What is the reason for failing to prosecute El] Tiempo 
on the basis of a libel suit for any alleged slandering? Why couldn’t 
they have used some legal means of prosecuting them rather than 
resorting to this closure ? 

Mr. Poorer. That is because it is a government under a state of 
siege which permits government by decree. The government decreed 
that El Tiempo be closed. 

Mr. Brooks. Could they not have instituted legal procedure against 
them? 

Mr. Poorn. Yes. 

Mr. Brooks. One other question about the free press. There are 
how many newspapers in Bogota and in the country ? 

Mr. Pook. Six dailies in Bogota, 4 conservative and 2 liberal. 

Mr. Brooks. And in the country ? 

Mr. Poote. There are 96 dailies in the country. Also, a number of 
other weeklies, monthlies, and so forth. 

Mr, Brooks. Do I understand these papers never criticize strongly 
the existing government ? 

Mr, Poor, At the present moment there is quite a bit of criticism 
in the press. On September 23 the government officially lifted the 
censorship. It withdrew censors from newspaper offices, but at the 
came time, by decree, it issued a new press order which forbids certain 
things in the press. 

Slander, insult of the President and foreign chiefs of state, it pro- 
hibits discussion of the situation of public order, or any article or edi- 
torial which will disturb the situation in public order; prohibits cer- 
tain economic news articles, editorials, which might create panic in 
the market. 

Mr. Brooks. Apparently a very thorough decree, then. 

Mr. Pootx. Yes; it provides fines and closing in case the fines can’t 
be collected. 

Mr. Brooks. Apparently it is an ironclad control of the press. 

Mr. Pootr. The fines and the closing are to be determined by the 
Director of the Office of Information and Propaganda, which is a 
Presidential office. However, since that decree was issued on Septem- 








nst 


ATe 





TECHNICAL ASSISTANCE IN LATIN AMERICA 583 








ber 23, papers have been fairly outspoken on certain issues and so far 

the government has not taken issue with the papers in their new 

outspokenness. 

Ambassador Bonsat. Under this decree? No action under this 
decree ? 

Mr. Poorer. No, sir; there has not. The one small local paper closed 
was closed by the government locally. 

Ambassador Bonsau. This is just about a month; is that right ? 

Mr. Pootxr. Yes, sir. You have to bear in mind that prior to that 
their opposition papers had criticized very little. In fact, some had 
even dispensed with editorials. As of now, it is a change for the better. 

Mr. Brooks. You mean between August 4 and September 23? 

Mr. Poor. No. 

Mr. Brooxs. Prior to August ? 

Mr. Poote. Yes. 

Mr. Brooks. Prior to August 4 there was less criticism ¢ 

Mr. Poor. Yes, sir. 

Mr. Brooks. But less official control ? 

Mr. Poor. No; they had censors right in the newspapers. 

Ambassador Bonsan. Prior censorship. 

Mr. Brooks. They sat at the desks and checked the copy ? 

Mr. Poorer. Yes, sir. 

Mr. Meaper. Mr. Poole, what are some of the criticisms leveled at 
the government in the press or elsewhere ? 

Mr. Pootr. Well, the principal one is the fact that it has not re- 
turned to a normal constitutional government; that it has maintained 
a state of siege. Most of the opposition papers take the position that 
this should be an interim government, and it should gradually—opin- 
ions differ as to how gradually—return to constitutional government. 
Various other factors, such as not permitting the National Constituent 
Assembly to meet this year ; some criticism of the handling of the situa- 
tion of public order, violence. 

Now there is little said about that, however, because of the govern- 
ment restrictions. 

Mr. Harpy. That’s very interesting. é 

Let's go on now With the next speaker who, I believe, is Mr. Henry S. 
Hammond, Acting Chief of Economic Section. 

Mr. Hammonp. My name is Henry S. Hammond, Acting Chief, 
Economic Section. ' 

In attempting to sketch this in a few broad brush strokes, I would 
Es like to take a look at 3 or 4 facets of the economy, and attempt to 
b illustrate them very briefly. 

‘ The basic facet is, of course, agriculture. More than two-thirds of 
the people derive their livelihood from it, and 1 crop comprises 80 
some percent of the foreign exchange on which the country is de- 
pendent for foreign exchange. Coffee, of course, predominates in that 
field. 

Then there is, of course, a consciousness on the part of the govern- 
ment and others in the Colombian Republic that a diversification of 
agriculture would be desirable. Efforts have been made in that di- 
rection. They are now producing an exportable surplus of sugar and 
rice. Consolidated with that, of course, are the extractive industries, 

which petroleum dominates in the field, and produces 12 to 14 percent 
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of the foreign exchange. Actually, Colombia is the second largest 
producer, but a rather bad second producer, in Latin America, and 
about 10th in the world. 

The country is not self-sufficient in refining-oil products. However, 
the new refinery under construction at Cartagena will bring produe- 
tion of refined products just about equal to local consumption and 
remove a considerable drain on their resources. 

The precious metals are also important items, but not of major 
importance. Coal, irdh, and limestone are available in considerable 
quantities and are used now to feed this new steel mill at Paz de 
Rio, and that, in turn, it is hoped will feed a metallurgical industry. 

Perhaps the most phenomenal facet is the very rapid increase in 
industrialization which has occurred since World War II and has 
more than doubled since the years immediately preceding the Second 
World War. 

The concentration is in consumer goods, durable goods, which at 
the present time is a growing industry. It employs something over 

300,000 people. Ac ‘tually the things which have—the only reason why 
C olombian industrialization has not grown more rapidly i is probably 
the lack of power resources and at the present time considerable 
efforts are underway to correct that situation. 

A new development in the Cauca Valley, a second unit has just 
been put into operation which will take most of the load of Cali and 
provide more power to the industrial area. Other plans are under- 
way. A Cauca Valley Corporation patterned on our TVA is making 
considerable progress. 

Mr. Meaper. Is that a public-power development ? 

Mr. Hammonp. Yes, sir; it is an autonomous corporation known as 
the Cauca Valley Corp. 

Mr. Meaper. But it is completely owned and operated by the Na- 
tional Government; is it not ? 

Mr. Hammonp. Yes. It and the departmental governments also 
have a considerable stake in it. 

Ambassador Bonsau. I think the municipality of Cali is in it, too. 

Mr. Meaper. Other than that, are the power fagilities 1 in Colombia 
privately owned ? 

Mr. Hammonp. It’s a mixture of both. For example, many plants 
will set up their own power terminal plant to supply their own power. 
Others are municipally owned. But there is quite a mixture of sources 
and methods. 

Mr. Harpy. Sort of like we have back home? 

Mr. Hammonp. Yes. 

Ambassador Bonsau. I think the tendency is toward public owner- 
ship through corporations in which they try to get the best features 
of private and public enterprise and try to keep politics out of 
the operation of it. 

Mr. Harpy. Do you think they really do? 

Mr. Hammonp. One of the new developments has been the Paz de 
Rio steel mill which is only now going into production. It is rather 
well suited, very accessible to coal and iron ore and limestone, and there 
is beginning to grow up around the Paz de Rio operation a metal- 
lurgical industry. 

Mr. Meaper. Is that a privately owned steel plant? 
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Mr. Hammonp. It will be shortly. A decree was published last 
Friday by which the government, which is now the principal holder, 
will transfer to the Banco de Republic a all its holdings in Paz de Rio. 
The bank will distribute shares in Paz de Rio in return for a surtax 
which is made on income tax for the support of Paz de Rio. And they 
expect that within 10 years, Paz de Rio will be entirely in private 

hands. At the moment I should say the ansfer is strictly “No,” but it 
is in the process of becoming a privately owned enterprise. 

Mr. Meaper. How about the other utilities? Are they nationalized 
or privately owned ? 

Mr. Hammonp. Again you have the mixture of municipally owned 
and some privately owned. 

Mr. Meaper. Railroads? 

Mr. Hammonp. Railroads are nationalized. 

Mr. Meaper. Communications ? 

Mr, Hammonp. Communications are nationalized. They are pub- 
licly owned and operated under the Minister of Communications. 

Ambassador Bonsau. The long-distance lines are publicly owned. 

Mr. Barser. Television is government owned and operated, for ex- 
ample. 

Ambassador Bonsau. Radio is both. 

Mr. Meaper. Any mining nationalized ? 

Mr. Hammonp. No, sir. 

Mr. Barper. Emeralds are. 

Mr. Hamonpb. Emeralds; yes. But the gold, silver, and platinum 
are not. 

Mr. Meaper. Is there any particular change in this trend toward 
public or private ownership of economic facilities? Are they growing 
more nationalized or less nationalized ? 

Mr. Barser. Would you say the move on Paz de Rio is to spread 
the ownership among the ordinary investing public? 

Mr. Hammonp. Yes; the expressed philosophy is that the govern- 
ment shall support private enterprise and keep out of business itself. 

Mr. Meaper. Is that issue—public versus private ownership—in- 
volved in the political controversy. 

Mr. Hammonp. Basically it is. If you go back to the original doc- 
trines of the liberal and conservative parties it is, but I don’t think 
itis a practical issue at the present time. 

‘Ambassador Bonsau. I think you can say that both parties are led 
by people devoted to private enterprise. As I look over the leaders 
and top men, they are men who have been successful private enter- 
prisers in general. The President has recently reiterated his support 
of private enterprise. 

Mr. Hammonp. Yes; the administration has on a variety of occa- 
sions restated its position in support of private enterprise. 

Mr. Meaper. Is the oil industry completely privately owned ? 

Mr. Hammonp. Yes, with the exception of one government corpora- 
tion which now owns and operates a concession along the Magdelena 
River. 

Mr. Meaper. What is your estimate of the total investment of 
American private capital in Colombia ? 

Mr. Hammonp. The last figure I saw on that was something in the 
neighborhood of $560 millions, I think, of which close to $300 and some 
odd million was in the oil industry. 
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Mr. Meaper. That’s all. 

Ambassador Bonsau. We can check that figure and give you for 
the record the accurate latest figures. 

Mr. Harpy. That would be fine. 

Mr. Meaper. One more question. Would you say in general, Mr. 
Hammond, the climate for investment of private capital is favorable 
here? 

Mr. Hammonp. Yes, and I base that on my own estimate and the 
opinions expressed by the local business community. 

Mr. Meraper. There are not onerous controls and restrictions which 
inhibit the investment of private capital ? 

Mr. Hammonp. No, sir. The oil code was recently revised with the 
liberalization of the depreciation and depletion allowances. 

Mr. Brooks. Depletion is essential. 

Mr. Harpy. In the eyes of Texans. I hope they don’t overdo it. 

Mr. Hammonp. And also there is a revision of the mining code 
under study now, the details of which we do not have but according 
to statements by the Minister of Mines, privately, it is also intended 
to liberalize the mining code and to encourage a further development 
of the industry by private industry. 

Mr. Barser. American automobile firms seem to be interested and 
perhaps 1 or 2 may actually start assembly plants here in the next 
} months. 

Mr. Meaper. Doesn’t General Motors have a plant here now? 

Mr. Barser. No, sir. Not atthe present time. That is an indication 
that outside of the realm of government employees, such as Mr. 
Hammond and myself, the American businessmen think this is a 
place to do business and invest money. 

Mr. Meaper. ,How about restrictions on the remittance of profit in 
dollars? 

Mr. Hammonp. As a matter of fact the only restriction involved 
there is the availability of funds with which to remit. At the present 
time we believe that there is about a $150 million backlog and according 
to the chief of the house of exchange registry they are now paying 
the registries of August 5, which places them a little more than 2 
months behind, and they have on numerous occasions stated the hope 
and intent that they will be current by the first of the year. 

Mr. Barser. Within those payments which are made there is no 
distinction as to categories or Kinds of money. Dollars are available 
for profits to be taken out or dollars are available for purchases to be 
made. As Mr. Hammond said, everybody who had a dollar claim 
up to August 5 has now got his United States dollars. 

Mr. Harpy. I have a couple of questions here. What is the situa- 
tion with respect to the supply of industrial labor? 

Mr. Hammonp. It is one which to some extent has been handicap- 
ping the development of industry because there is a scarcity of skilled 
and semiskilled workers, and a surplus of unskilled workers. 

Mr. Harpy. Your overall quantity is adequate but there is a 
shortage of skills? 

Mr. Hammonp. Correct. 

Mr. Harpy. What about the literacy rate among the labor force? 

Mr. Hammonp. Highly variable. For example, in urban communi- 
ties such as Bogota, a large proportion of the people are literate. But 
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the groups that are drifting in from the backlands are as much as 90 
percent illiterate. 

Ambassador Bonsat. That’s the group that constitutes most of the 
industrial labor supply. 

Mr. Hammonp. There is also a fairly good supply of urban labor 
but again it is a question of the development of skills. 

Mr. Harpy. As these people migrate to the industrial centers, what 
are they doing to the agriculture labor force? 

Mr. Hammonp. Up to this point there is no serious shortage of 
agricultural labor, but there are indications that one might develop. 

Mr. Harpy. You mentioned the fact that coffee constitutes a very 
high percentage of the source of foreign exchange. What about the 
other agriculture? Is it mostly subsistence farming or is there a 
substantial part of it cash cropping to provide for the industrial 
community ¢ 

Mr. Hammonp. There is a considerable amount of that around all 
the urban centers. There are communities of truck farmers and that 
sort of thing. Of course, in addition to that you have the plantation 
products such as bananas. 

Mr. Harpy. One unrelated question. 

Are there any trade agreements between Colombia and the Soviet 
Union or Iron Curtain countries ? 

Mr. Hammonp. No. There has been an East German mission here 
which would like to accomplish two things: establish a trade agree- 
ment with East Germany, coffee in exchange for whatever they have, 
which is not very clear; and also to obtain their participation in the 
Leipzig Fair next spring. 

Mr. Harpy. And I take it there has been no substantial trade with 
Communist countries in the past ? 

Mr. Hammonp. There was an attempt on that through an outfit in 
Luxembourg for trade with Czechoslovakia, but it proved to be very 
disappointing. 

Mr. Harpy. Any questions, Mr. Knox? 

Mr. Knox. One question relative to the stability of the Govern- 
ment; that is, from the financial standpoint. Do they have a national 
debt, or do they have a balanced budget ? 

Mr. Hammonp. They have a national debt. 

Mr. Knox. What does it consist of ? 

Mr. Hammonp. It amounted to about 705 million pesos at the end 
of 1954, and may have risen slightly since then. It may be in the 
neighborhood of 750 or 770 million. 

Mr. Knox. Approximately $200 million ? 

Mr. Hammonpn. Yes, sir. 

Mr. Barser. There was a recent decree, Mr. Knox, issued just 
Friday of last week consolidating into one revised bond system a 
number of scattered issues which date back a number of years, so 
the government is in the process of sort of taking inventory and 
putting into one form its outstanding public debt. 

Mr. Knox. Have their obligations, so far as the national debt, 
been growing each year, or have they been retiring their debt ¢ 

Mr. Hammonp. Growing slightly, gradually. 

Ambassador Bonsai. So has their income. 

Mr. Harpy. But the income hasn’t been quite keeping pace with 
the expenditures? 
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Ambassador Bonsau. I am not sure whether the percentage is 
going up or down. I just don’t know the answer to that. That 
would be interesting. The government has cut their service some- 
what, and how it works out I am not sure. 

Mr. Hammonp. It seems to me it ran 3 or 4 percent last year. 

Ambassador Bonsat. We had a World Bank mission here last 
year, making a study of the entire situation with a view to putting 
order in it, establishing priorities, the things they ought to bu 
abroad, things internally and resources and get an idea how maiich 
they should borrow. The Government requested this mission, and 
will undoubtedly take very seriously the World Bank’s recommen- 
dations. 

Mr. Harpy. This has been a very interesting and instructive ses- 
sion. We encroached on your time a little bit, but we do appre- 
ciate the very interesting and constructive information that has been 
presented. 

i expect we had better sign off with this phase of it now and 
get over to see the ICA people. 

Ambassador Bonsau. I can assure you it is very helpful to us. 
Your questions make us think and clarify our views, and we are 
very grateful to you for being here. 

Mr. Harpy. Thank you, Mr. Ambassador. | 

(Whereupon, the subcommittee adjourned at 11:55 a. m., Wed- 
nesday, October 26, 1955, to reconvene at 12:10 the same day in 
the ICA Building, Bogata, Colombia.) 


AFTERNOON SESSION 


The subcommittee reconvened at 12:10 p. m., in the International 
Cooperation Administration Building, Bogaté, Colombia; Represent- 
ative Porter Hardy, Jr. (chairman of the subcommittee), presiding. 

Present: Representatives Porter Hardy, Jr., Jack Brooks, George 
Meader and Victor Knox. 

Subcommittee staff members present: Maurice J. Mountain, coun- 
sel; and Walton Woods, staff investigator. 

Also present: Walter Howe, Director, United States Operations 
Mission; J. F. Rogier, chief of Health and Sanitation Division; 
Jerome H. Meyer, Director of Administrative Services; R. A. Visbal, 
program officer; Carson Crocker, Chief of Agricultural Division; 
J. A. LaGasa, investment development officer; and Mrs. M. V. Moor- 
head, training officer. 

Mr. Harpy. I think we can now start. Doctor Howe, I am glad 
that you sat in with us at the Embassy awhile ago. It gives you a 
better understanding of the fact that the committee is merely trying 
to develop, as best it can, what the facts of the situation are. 

We are running short of time and if you could give us a brief, overall 
picture of the operations of your mission here I think it will be very 
helpful to us. If there has been prepared any more detailed presenta- 
tion with respect to the individual projects which might be submitted 
for inclusion in the record, I think that might be helpful, too, but if 
you can give us a brief rundown, we would be grateful . 
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STATEMENT OF WALTER HOWE, DIRECTOR, UNITED STATES OPER- 
ATIONS MISSION; ACCOMPANIED BY J. F. ROGIER, CHIEF OF 
HEALTH AND SANITATION DIVISION; JEROME H. MEYER, DI- 
RECTOR OF ADMINISTRATIVE SERVICES; R. A. VISBAL, PROGRAM 
OFFICER ; CARSON CROCKER, CHIEF OF AGRICULTURAL DIVISION ; 
J. A. LAGASA, INVESTMENT DEVELOPMENT OFFICER; AND MRS. 
M. V. MOORHEAD, TRAINING OFFICER 


Dr. Howe. Perhaps if I use this chart as a basis for giving you 
what the present program is and a word on the projected programs 
for the current fiscal year. In the center is this office, the United 
States Operations Mission, which exists primarily to service the actual 
technical projects of technical assistance which we have in the field; 
to serve as a necessary coordinating agency of those projects them- 
selves; as an agency to maintain relations with the various offices of 
the Colombian Government; and to serve as the intermediary between 
our actual projects in the field and Washington. The headquarters 
office is made up of myself, Mr. Meyer, executive officer, also adminis- 
trative and fiscal officer; Mr. Visbal, the program officer who has 
responsibility for planning and evaluation of the various projects. 
Mrs. Moorhead, the training officer, who handles on behalf of the 
various technical projects those parts of their plans involving sending 
Colombians to the United States for training. 

In projects, the oldest in point of time is the Health and Sanitation 
Division, of which Dr. Rogier is the Chief. It started in 1943. I 
might say, as you have been to these other South American countries, 
that unlike the situation in many of them the health and sanitation 
project is virtually the only one which has a fairly long and con- 
tinuous history here in Colombia. As is the case in many of the other 
countries, the health and sanitation carries out the major part of its 
activities through a joint servicio arrangement, the SCISP. That is 
the case in many other countries, and constitutes in effect a division 
of the Colombian Ministry of Health. The United States contribu- 
tion to it is in two forms, one in the form of cash contribution which 
in recent years has been $100,000. This is matched by a cash contribu- 
tion which again in recent years has been a million dollars from the 
Colombian Government. In other words, the proportion stands now, 
and has for some years stood, at 10 to 1. In addition to the cash, we 
have, of course, provided the services of a number of United States 
technicians. Some of those head certain divisions of the particular 
projects of the servicio, but this servicio also has projects which, 
although under general servicio control, are headed by Colombians. 
These are the United States technicians; in addition to an assistant 
chief, there are the other seven United States technicians attached to 
it. 

Over the period since 1943, the servicio has carried on approxi- 
mately 80 projects, of which approximately 70 have either been com- 
pleted or turned back to agencies of the Colombian Government. 
Not in all cases agencies of the National Government, in some cases 
municipalities or other departments. 
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The present major activities of the Health Division are malaria 
control, yaws control. Yaws, you know, is an endemic disease, par- 
tic ‘ularly in the coastal regions which is now subject to cure. Perhaps 
cure is too strong, but almost, through penicillin. I am not qualified 
to go into the medical details of it but it is similar in its effect to 
some of the venereal diseases although different in its causes. 

Dr. Roerer. It is spirochetal, called the same as the organism of 
syphilis. 

Mr. Harpy. But you don’t catch it the same way 4 

Dr. Rogier. No, sir. 

Dr. Hower. There have been over 200,000 natives in the coastal region 
shot with penicillin in the last 5 years or so, mostly done by people 
coming up the streams in dugouts or launches to reach those areas. 
In addition, sanitary engineering is a major phase. It is primarily 
advisory to provide information to the Department, for example, 
on such things as water supply, sewerage, slaughterhouse construction, 
hospital design, various things like that. I might say that we are 
planning now, in cooperation with the Ministry and with the support 
of our Washington office for what you might call a survey of the 
current projects of this health servicio to ‘determine whether they 
are best. meeting the present needs of the country, whether certain 
of the activities should be turned back to the Ministry, and- whether 
certain new activities should be taken up. That is planned for the next 
couple of months, and might involve a certain budgetary change. 

That is the oldest major division. The other two major activities 
are in agriculture and in housing. The agriculture one is in itself 
divided into two parts. There is a contract between ICA and Michigan 
State College, which has been going 314 years. They have had a 
mission of 7 professors at the 2 faculties of agriculture which operate 
at| Palmero, outside of Cali, and which are, in effect, parts of the 
National University. The purpose of that contract and those mis- 
sions there has been to revise, modernize, and insofar as possible put 
on a more practical basis, agricultural education. It has done a good 
job, although its success, in our opinion, has been limited, not by its 
own limitations but by the relatively small number of students who 
are still going into agriculture in this country. It is a gradual working 
away from a tr aditional profession or field such as law and medicine 
into agriculture. They have had success in changing a theoretical 
type of curriculum into what we would regard as a reasonably prac- 
tical type of training in modern agriculture. I might say in regard 
to that, that there again the present ‘contract with Michigan State runs 
until August 1956 and we have suggested to W ashington, and Wash- 
ington has approved that there again we will jointly, with the faculty 
members, evaluate that program to determine whether it should be ex- 
tended on the present scale or on a modified scale, or whether it has 
fully achieved its proper purpose. My personal opinion at the mo- 
ment, which is purely personal because it is subject to modification 
after the evaluation, is that it will probably appear desirable to ex- 
tend it but on a somewhat contracted modified scale. 

Mr. Mraper. What does that run in dollars? 

Dr. Howe. $160,000 a year. 

Mr. Mounrarn. Are you certain of that figure? The information 
we have been given in Washington is that the contract is in the total 
amount of $749,813, and it began in September 1953. 

78484—56—-39 
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Mr. Meyer. That is the overall amount that has been budgeted or 
allocated for that purpose over the years. 

Mr. Mounrarn. Is it a 3-year contract ¢ 

Dr. Howe. It is a very complicated affair, frankly. 

Mr. Mountarn. September 1, 1953, contract with Michigan State 
College ? 

Dr. Howe. That is the date of the present contract, that is correct. 
There was a contract previous to that which started—the contract I 
think was signed in the fall of 1951, and the work started in January 
or February of 1952—but you are correct with the present contract 
dates from there. The confusing thing is there have been approxi- 
mately five amendments to that since 1953. The last one and the one 
effective at the present time was in May of 1954. 

Mr. Mounrarn. Do these amendments cut down the rate of 
expenditure ? 

Dr. Howe. No; in general, there was a good deal of interim financ- 
ing. The last amendment of May 1954 provided a fund of $367,000 
to carry it from May of 1954 to August 1956. 

Mr. Mountarn. I was simply trying to find out, Doctor, how this 
$160,000 annual figure squared with what appeared to be $250,000. 

Mr. Meyer. That was the last figure we got on the year of charges 
from Washington. 

Mr. Mountarn. The explanation of the difference is that the con- 
tract calls for obligations at the rate of $250,000 a year, roughly, 
while you have spent only at the rate of $160,000 a year. Is that 
correct ? 

Dr. Howe. That is correct. That rate could vary from year to 
year, depending on the technicians, because naturally ‘the transporta- 
tion costs, when a technician comes down new, steps up the rate 
considerably. 

Mr. Harpy. Can we find out how much has been spent against that 
contract in total ? 

Mr. Meyer. Yes; I think we have that information here, sir. As 
of the 30th of June 1955, we had unliquidated obligations remaining 
against the present financial part of it of $188,492. 

“Mr. Harpy. Let’s understand what that represents. That is un- 
expended obligations, unliquidated obligations, as of June 30, 1955, 
for that portion of the contract which, it had been anticipated, would 
have been concluded by June 1955; is that right / 

Mr. Meyer. That’s right. 

Mr. Harpy. That was not including the balance of the contract 
which would normally be paid in the year beginning July 1, 1955, as 
fiseal 1956? 

Mr. Meyer. That’s right. 

Mr. Harpy. So if it was a 3-year contract, you would have as un- 
liquidated, one-third of the original which was about $250,000 plus 
$188,000. 

Dr. Howe. Yes. 

Mr. Meyer. Actually, the funding we have received under this 
contract hi as been $103,000, which was the first item we had plus 
$367,000 in May of 1954. 
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Mr. Harpy. That makes a total of $470,000 which has been made 
available. 

Mr. Meyer. That is correct; yes, sir. 

Mr. Harpy. Against that was the total amount which has been 
expended ¢ 

Mr. Meyer. Well, against that, all of that has been obligated, of 
course. We have a balance of obligation which hasn’t been expended 
of $188,000. 

Mr. Harpy. So this $188,000 applies to the $470,000 ? 

Mr. Meyer. That is correct. 

Dr. Howe. The expenditures would be the difference between that 
$188,000 and $354,000. 

Mr. Harpy. So, according to my arithmetic, you have had un- 
funded for the original contract $290,000 approximately, which if 
added to your $188 000 would, I believe, make a total of $478,000 of the 
contract, as originally drawn, which has not been liquidated, which 
means that if that contract is finally carried out completely, you will 
have $478,000 to spend in fiscal 1956, because that is the year the con- 
tract terminates; is that correct? 

Mr. Meyer. The figure with reference to the overall contract of 
$700,000 is not entirely clear to me, sir. I can only state that we had 
a fund made available of $105,000. 

Mr. Mountain. The figure you have given us, Mr. Meyer, is $470,000 
obligated until June 30, 1955. 

Mr. Meyer. Yes, sir. 

Mr. Mountain. Of this, $188,000 has not been expended. 

Mr. Meyer. $188,000 has not been expended, that is correct. 

Mr. Mountain. So that you have actual expenditures of $470,000; 
correction, $364,000. So you will have expended up until June 30, 
$276,000 total under that contract. 

Mr. Meyer. That is right. 

Mr. Mountain. Which leaves nearly $500,000 in round figures or 
probably $400,000. 

Dr. Howe. Frankly, we don’t know where that figure of $700,000 
comes from. 

Mr. Mounratn. In the submission from Washington. You would 
perhaps recognize it. 

Dr. Howe. That may include prior financing under prior contracts. 

Mr. Mountain. The effective date shown here is September 1, 1953. 
I wouldn’t think that would be prior financing, would you? 

(See appendix, exhibit B, p. 610, United States Operations Mission 
Data, par I, D., 1.) 

Mr. Meyer. I frankly can’t explain that one over there. 

Mr. Mountain. The other one is the amount of unliquidated obli- 
gations under agriculture which is $199,000 with an additional $286,- 
000 under fiscal 1955 funds, leaving you a total of $477,000 of unliqui- 
dated obligations as of June 30 under your agriculture and natural 
resources. Perhaps that includes some other items. 

(The document referred to follows :) 
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Fiseal year 1956 program plan, technical cooperation, Latin America, program 
comparison sheet—Colombia 


{In thousands of dollars] 


Unliquidated obligations Esti- 

. a ia a tia aetna > | Approval) mated 

Comte Optica! ere | Phe | level o 

gations | Prior | emmy Congress, | =" imple 

through to Fiscal went fiscal ee " "ti a 

June 30, | fiscal year | Total 1955 year an fiseal 
1955 year | 1955 ; 1956 ye = 


Title of activity 


1956 year 


Project assistance: 
Agriculture and natural 
resources - - ._. a 
Industry and mining -- 
Transportation_______- 
Labor. 
Health and sanitation_ 
Meamention.......<<ess> 2 
Public administration -_- 
Community develop- 
ment, welfare, and 
housing ___- d 
General and miscellane- | | | 
RE a 306. 7 Lf at eS 5 | 38. 4 | 56. 4 | 
Nb ccaakee anal 118. 6 3. ; bein er ‘Ti (2) 





Total, project assist- | | | | 
..| 4,196.8 | 388.9 890.1 |1, 279.0 (|1, 359.3 , 550. 7 1, 436. 4 1,318. 1 
| | | 





1 Reduction for 53.3, ‘Expenditures in transit’’; undistributed. 
2 State support costs. 
COLOMBIA 


Program gente Analysis of unliquidated obligations, June 30, 195: 


| | 
| 


College | Partici- | »... 
eontract | pants Pravel 


| Servicio 
All other agreements, Totals 
| joint fund 


| 
(1) ( ¥ (5) (f) 


72-11X1017 (11): 

Agricultural and natural | 

resources 1 $188, 492 | $2,042. 16 383. § $190, 917. 49 
Housing 2 125, 000 737.15 125, 789. 93 
Transportation M rel 560. 75 . 666. 09 
Industry and mining. - - - wiccerc tinted ae akeiealas elation 386. 45 d S32 oe ss 3, 582. 70 
Public administration Te 1, 772. 38 
IE wdc ccadicceds aie. i 119, 488. 51 
Regional oink wok: a . 53 | 1, 191. 96 


Total_..._- a 313, 492 119, 488.51 | 6, 608. 32 | 3, 825. 23 |_- | 2443, 409.06 


72-11.X1025 (11): 

Agricultural and natural 
resources ; ‘ 4 75, 000 18,170.79 | 15, 952.39 
Education . _.-.- 5 150, 000 150, 000. 00 
Health and sanitation 6 125,000 | 38, 260.00 | 2, 020. 05 382. b 281, 662. 92 
Housing. .......-- _../ 17100,000 |- eae 398. 69 | | 100, 398. 69 
Labor.. staal : ate i. 099. 06 | | 8, 099. 06 
Transportation 23, 154. 74 5, 625. 05 11, 082. 57 39, 812. 36 
Industry and mining. -- 13, 896. 70 | 95. 00 2, 836. | | 16, 828. 47 
Public administration 6, 413.99 | 6, 413. 99 
Technical support costs | 614. 614.17 
Regional. - 89.64 | 3,779.23 | 3, 968. 87 


| 








> ate piu cndades 7 
Total 450,000 | 107, 995, 28 | "34, 280.82 | 34, 932. 58 266, 893. 34 | § 894, 102. 02 


1 Balance remaining of $367,240 oblig: ated June 1954 for extension of Mic ieee State contract for 27 months 
to August 1956. 

2 Obligation established June 1954 for 1-year contract, University of Illinois, for technical assistance in 
housing technicians arrived in mid-June 1955. 

3 Total obligations for fiscal year 1954 and prior fiscal years (outstanding) 

4 Obligation established June 1955 for additional extension Michigan State contract. 

5 Agreement signed June 1955, providing for department of economics at the Universities of Los Andes and 
Cauca. Obligation established program not yet implemented. 

6 Agreement signed May 1955 for assistance to medical schools. Obligation established contract to be 
executed Tulane University-ICA for implementation of project. 

’ erento established June 1955 on basis of agreement extending housing project for additional 1-year 
perioc 

§ Total obligations for fiscal year 1955 (outstanding). 
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Mr. Meyer. This is for fiscal year 1955 and prior years, as of June 
30. We have $286.3 for fiscal year 1955 and $190.9 under prior-year 
figures. That is absolutely correct, sir. 

Mr. Mountain. Well, now, does this jibe with the contract ? 

Mr. Meyer. It doesn’t jibe with the figure of 179, sir. It does with 
the amount we had on it. 

Mr. Mounratn. These Washington figures were as of May 27, 1955 
of this particular submission. 

I think, Mr. Chairman, it would be more significant from our 
standpoint to know why these remain unliquidated, as opposed to 
whether the figures are two or three thousand off. 

Would you also try later and submit to us for our record some 
rationalization of these two sets of figures ? 

Dr. Howe. I have a statement already prepared which I will be 
glad to pass on. 

(Note furnished by Dr. Howe follows :) 


During informal conversations after lunch between Mr. Mountain and mem- 
bers of the USOM staff, it developed that the apparent discrepancy between the 
committee tigures on the Michigan State contract and those of the mission was 
due to the fact that the figures provided the committee by Washington 
included amounts contracted for by the former Technical Cooperation Admin- 
istration, which do not appear in the USOM records. 

Mr. Meyer. The unliquidated obligations of $188,000 which we had 
as of June 30, 1955, represent the money required to run that contract 
through August 1956, essentially because the contract was amended 
for 27 months in May of 1954, and we were given at the time $367,000 
that we referred to. 

Mr. Mounrarn. I am afraid that isn’t clear to me. Maybe it is to 
the others. The contract will terminate in 1956, but in August 

Mr. Meyer. That extension runs to 1956. Now in 1955, see this is 4 
years prior to 1955, in 1955 we have an additional $75,000 obligated 
for extension of that contract beyond August of 1956. 

Mr. Mounrarn. I see. And now the-— 

Mr. Meyer. The $188,000 is the portion obligated out of 1954 and 
prior years. 

Mr. Mountain. Do we understand that is the total that will be paid 
under that contract over the next year? 

Mr. Meyer. There is $188,000, plus $75,000 obligated in 1955, which 
makes a total of $263,000, approximately, which we have now available 
to pay expenditures under contract, which will run it to March 1957. 

Mr. Harpy. Actually, as I add these figures up, then anticipate 
that you will spend under that contract, as extended, a total of ieee 
$550,000 instead of the figure of $750,000 which was given to us. 

Mr. Meyer. That is essentially correct. 

Dr. Howe. That, we estimate, would carry it until approximately 
February or March of 1957. Frankly, I would be very happy to know 
where that $700,000 and something figure, or whatever it is, came 
from, too. 

Mr. Mowuntarn. Why have there been unliquidated obligations 
under this contract ? 

Dr. Howr. Primarily because sufficient funds are obligated to carry 
the contract for a number of years, so that at the end “of any given 
fiscal year, June 30, 1954, or 1955, the funds have been obligated but 
they-are to carry it into the future. 
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Mr. Mounrtarn. Has there been any question of a delay in imple- 
menting the actual work ? 

Dr. Howe. Not so much in this one, but in seme of the others, yes, 
very definitely. For example, we will, perhaps—well, perhaps I could, 
as long as we are on the university contract business, jump to the 
field of housing. 

Mr. Harpy. Unfortunately, we are going to run out of time here. I 
told the Ambassador I would be back there at quarter to one. 

Mr. Meaper. Why don’t we let him tell about that housing? 

Dr. Howe. I can do that very quickly, I think. The project agree- 
ment with the Colombian Government was signed in late June 1954, 
and funds obligated out of our fiscal, 1954, funds, $125,000 which were 
planned to finance that project for the first year, and probably a little 
over. Actually, the contract between FOA and the University of 
Illinois in that case, was not signed until the end of December 54, 
and the mission really did not get here and start work until June of ’55. 

So that out of the 54 funds obligated, very little was spent during 
fiscal °55, so that this year, although the obligation is still a ’54 obliga- 
tion, the contract is actually being financed now in fiscal ’56 out of 
those funds. 

Mr. Meyer. That’s correct. 

Dr. Howe. As I say, there was nearly a year’s delay from the origi- 
nal obligation of the funds to the beginning of the actual expenditure 
of them. 

Mr. Meaper. What kind of housing project is this? 

Dr. Howe. That’s a group of technicians from the Small Homes 
Council of the University of Illinois working with the Colombian 
organization, which is a semiofficial Government organization known 
as the Territorial Credit Institute, to advise, primarily, in the field 
of materials, design, planning in the sense of best use of the materials 
and land areas, both rural and urban, and housing. 

Since they have been here they have found they have been asked 
for a good deal more information and financing and such things. 

(Discussion off the record.) 

Mr. Harpy. Suppose we adjourn now then. 

(The session then adjourned at 12:40 p. m., and resumed session 
at 3 p. m.) 


RESUMED SESSION 


Mr. Mountarn. Dr. Howe, at what time in the fiscal year do you 
normally submit a country plan to Washington ? 

Dr. Howe. The first call for the succeeding fiscal year normally 
comes along in September or October, of the preceding one. If I 
recall correctly, we got our first call for our plan for fiscal ’56 toward 
the end of September of calendar year 54. This year we got our call 
for fiscal ’57 early in October. ; 

Mr. Mountarn. Are you called upon later to make additional sub- 
missions in the form of a country plan to Washington ? 
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FURTHER STATEMENT OF WALTER HOWE, DIRECTOR, UNITED 
STATES OPERATIONS MISSION; ACCOMPANIED BY J. F. ROGIER, 
CHIEF OF HEALTH AND SANITATION DIVISION; JEROME H. 
MEYER, DIRECTOR OF ADMINISTRATIVE SERVICES; R. A. 
VISBAL, PROGRAM OFFICER; CARSON CROCKER, CHIEF OF AGRI- 
CULTURAL DIVISION; J. A. LAGASA, INVESTMENT DEVELOPMENT 
OFFICER; AND MRS. M. V. MOORHEAD, TRAINING OFFICER 


Dr. Howe. Yes. If I recall it correctly, after our submission was 
in, let’s call it early October of ’54, the next word we got was in Janu- 
ary of °55, which was an instruction to revise our country plan for 
fiscal ’56 in the light of a ceiling which was given us at that time. 

We later discovered that our plan had been modified somewhat in 
Washington in being coordinated with other area country plans for 
submission to the Bureau of the Budget. I think that if we had had 
information at that time, which would probably have been in early 
December, it would have enabled us to give a little more careful plan- 
ning to the revision we had to make in January. 

The revision we had to make in January entirely—and understand 
it was based on a pro rata adjustment of presumably all countries on 
the basis of a tentative figure which had come back from the Bureau 
of the Budget to FOA. 

Mr. Mountarn. You have been referring to your planning for 
fiscal 1956, I believe? 

Dr. Hower. That’s right. 

Mr. Mountain. Can you go back and talk on fiseal 1955, on which 
we have fairly complete figures, for comparison purposes? Do you 
recall being asked in March of 1954 to submit a country plan for 
fiscal 1955 ¢ 

Dr. Howe. I believe that is the case, although none of us in this 
office, myself or the program officer or the executive officer, was here 
at that time. 

Mr. Mountain. Since you have been here, however, you have 
examined the records of that period, have you not? 

Dr. Howe. That’s right. 

Mr. Mountain. And you would be able to tell us‘from the exam- 
ination of these records some of the sequences for 1955 ? 

Dr. Howe. Yes. 

Mr. Mountarn. Do your records show you submitted in March 
1954 a country plan involving a total allotment of $1,300,000? 

Dr. Howe. That’s correct. 

Mr. Mounrarn. Were you called upon, or did you voluntarily re- 
vise this plan somewhat later ? 

Mr. Vispat. I recall that just after I arrived on August 1, 1954, 
I had to revise the country program during the early part of August. 

Mr. Mounrarn. Did this change the total amount of money in- 
volved ? 

Mr. Vispau. I don’t recall. 

(Discussion off the record.) 

Mr. Mountain. What reply did you get from FOA in Washing- 
ton on your country plan after this point? 

Dr. Howe. My recollection is that at the time, and for some months 
thereafter, we did not get a country plan on a basis of the full year. 
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We got a month to month allotment which, of course, did not allow 
us to initiate new projects, but in September of 1954, Washington 
sent to us a revised country plan which was in two parts: Pian (a) 
providing an allotment of $1,073,000, in other words a reduction of 
nearly $300,000 from*the budget request. This was accompanied 
by a so-called plan (b) which indicated a program amounting to 
$1,472,000. 

Mr. Mounrarn. Did you go ahead on that program ? 

Dr. Howe. We went ahead on the basis of month to month allot- 
ment but for planning purposes on that program only. 

Mr. Mountarn. In other words, you did not get the full program 
allotment that you had asked for but you were operating on a month 
to month allotment basis, is that right ? 

Dr. Howe. That’s right, and on the assumption that when we did 
get the full-year’s allotment it would be on the basis of $1,073,000, 
as indicated in plan A; in other words $300,000 less than our re- 

uest. 
: Mr. Mounratn. I see. Did any of this additional money become 
available that had been held back ? 

Dr. Howe. At the end of the fiscal year, yes, although when our 
program was approved for the year as a whole, about the end of De- 
cember, it was for a sum that was still less than the $1,073,000 ; $989,- 
600, I believe. 

Mr. Mountain. Were you advised toward the end of the fiscal year, 
by Washington, that more funds were available than had been allotted 
to you up to that point ? 

Dr. Howe. I think the first addition to that was, in effect, on the 
basis of two new projects in the field of agriculture; one for cacao 
production and one for machinery. We put in a request for an addi- 
tional $80,000 to be added to it and in due course that was granted. 
In other words on that the initiative came from us. 

Mr. Mount:'n. I see. 

Dr. Hower. Then about the middle of April, it could have been the 
first part of April, we got word from Washington that additional 
funds would be available and that if there were projects for which 
funds could properly be obligated, to send them in for consideration. 
And it was suggested to us that funds could be obligated for an 
extension of the contract with Michigan State and to provide funds 
for an additional year’s financing for the housing contract. 

Mr. Mounrarn. Then in effect, Dr. Howe, at the latter part of 
fiscal year 1955 you were given instructions from Washington to 
obligate as much of these funds as could be usefully obligated in terms 
of worthwhile projects? 

Dr. Hower. That’s correct. For one of two purposes, I might say. 

tither for the extension into the future of the continuing or existing 
programs, or to provide financing for new projects which we had 
contemplated for part of our fiscal 1956 program. 

Mr. Mountarn. And have the statements you have given us up to 
now described completely how you did obligate these funds in the 
projects? Was it just the extension of the Michigan State contract 
and the housing project? 

Dr. Howr. That was through April. Then in June there were 
additional obligations for projects which were planned to begin during 
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illow fiscal 1956. Those were two separate ones; one the project for assist- 

ton i ance to the Universities of the Andes and Conca in economics, for 

1 (a) 4 which we obligated $150,000 which theoretically would be sufficient to 

m of t carry that program for 2 years after it got started. 

nied 4 (Discussion off the record.) 

iz to / Dr. Howe. And secondly, we obligated $125,000 for medical educa- 
| tion, of which $50,000 had been included in our original country plan 


; for 1955, and $75,000 represented additional funds made available by 
illot- Washington. 


i Mr. Mountain. Do we understand from this, Dr. Howe, that with 
vram : the exception of this $50,000 which had been included in your country 
jonth q plan, these were new activities to be financed out of fiscal 1955 funds? 

‘ Dr. Howe. That’s correct. Perhaps I should say that the one in the 
» did i medical education, although it has not actually got started vet in the 
000, field, is one that has been under study and consideration for 2 or 3 
r re- vears, since early 1951. 

4 Mr. Mountain. Had it been included in your country plan as orig- 
come F inally submitted ? 

iF Dr. Howe. That’s right, and that’s why we included a figure of 
1 our $50,000 for that. The original belief being, I think, that it really 
f De- would get started and implemented during fiscal 1955. 

989,- Mr. Mountain. The other items, however, had not. been included 
in your country plan as originally submitted ? 
year, E Dr. Howe. That’s correct. 
otted Mr. Mountarn. So that at the point you had this communication 
from Washington, you had to engage in all these planning activities 
1 the ; which normally would have allowed inclusion in the country plan for 
AUCAO : fiseal 1955 ? 
vddi- Dr. Hower. Yes, sir, except we had already done some planning on 
nted. : those and included some funds in our tentative fiscal 1956 budget on 
the basis of that. 
Mr. Mounraty. Thank you. 
n the (Diseussion off the record.) 
ional q Mr. Harpy. As I understand it, your country plan requested in 
‘hich ; March of 1954 was for fiscal vear 1955 which was to begin just 2 or 
tion. : months after your country plan was submitted. Is that substantially 
ran ’ correct ? 
unds Dr. Howe. I think so, though as I said none of us who are respon- 
sible here now were here at that time. We came in June or July, so 
t of a how much planning prior to March of 1954 there may have been 
n to I don’t know, but I think that the March submission was not in itself 
erms the first one, judging from our own later history. 
Mr. Harpy. That’s a question I wanted to ask. Obviously no a 
sav. ; propriation request to the Congress could have been supported by the 
ting | country plan which was set up in March of 1954. Now is there any- 
had body here that can give us any information concerning the planning 
and the budget submissions for fiscal 1955 which had been submitted 
p to prior to this country plan, which was submitted in March? 
éhe Dr. Howe. Dr. Rogier was here at that time. I think he can answer 
wen that, perhaps. 
Dr. Rogier. It has always been usually 9 to 10 months. We have 
were been asked to prepare the preliminary submissions roughly 9 to 10 


ring months in advance, in anticipation of the coming fiscal year. Usually 
S 
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3 or 4 months before the beginning of the fiscal year we are asked to 
revise and pool what we submitted here with what Washington has 
agreed as more or less in line with their overall thinking for the 
hemisphere or the world in general. 

Mr. Harpy. In order that we might be as concrete as we can on this 
particular point, let’s relate it toa more current situation. When were 
you called upon for a submission of a budget estimate for fiscal 1956 ? 

Dr. Hower. We got that first call late in September of calendar 1955, 
for a preliminary submission of a country on for fiscal 1956. 

Mr. Harvy. And when did you send in such a plan ¢ 

Dr. Howr. In the month of October. I’d have to check back. 

Mr. Meyer. The 1ith of October. 

Dr. Hower. October 11? 

Mr. Meyer. That’s correct. 

Mr. Harpy. Were you advised as to the extent of approval which 
was given your submission in the preparation of the budget by ICA 
Washington ? 

Dr. Howe. I think that I am right in saying we sent in at that time, 
in October, a budget of just over $1,823,000. 

Mr. Harpy. Did you know what ICA approved ¢ 

Dr. Hower. Not until January, when we got a second instruction 
from Washington to revise our budget under a ceiling of $1,400,000 
even, I think it was at that time. 

Mr. Harpy. $1,400,0004 As compared to a request for how much? 

Dr. Howe. $1,823,000. 

Mr. Harpy. And that was in January of 1955? 

Dr. Howe. Yes, sir. 

Mr. Harpy. Which was approximately the time at which the budget 
was submitted to the Congress by the President. So you were in 
effect given instructions to revise your thinking to conform to a reduc- 
tion of about $400,000 ? 

Dr. Howe. That’s right. 

Mr. Harpy. Were you subsequently given any advices to revise 
your program for fiscal 1955? 

Dr. Howe. Yes, sir. I think it’s part of that same instruction 
where we were told to revise our budget to a ceiling of $1,400,000. 
We were told to include as a separate submission item any additional 

rojects with the budgeted amounts so that if additional funds should 
i available they were there to be considered. 

Mr. Harpy. And did you submit any additional projects for fiscal 
1955? 

Dr. Hower. We included as the annex to that or whatever you might 
call it, additional ones totaling, I think, $150,000, which raised our 
request to $1,550,000. 

Mr. Harpy. Are we talking about 1955 or 1956? 

Dr. Howe. Fiscal 1956. What we sent in in January 1955. 

Mr. Harpy. All right, that’s what I want to separate if we can. 
Were you given any request or any opportunity during fiscal 1955 to 
request additonal unds from the 1955 appropriation ? 

Dr. Howe. Yes. 

Mr. Harpy. When did that come? 

Dr. Howe. Well, as I told Mr. Mountain before, the first request 
came from our own initiative here in February, or January of 1955 
for additional funds for new agricultural projects. 
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Mr. Harpy. That is to be combined with the $150,000 we were talk- 
ing about a moment ago? 

r. Howse. No. The $150,000 applied to fiscal year 1956. 

Mr. Harpy. So in J anuary 1955, at the time when you were advised 
of a reduction in your budget for 1956, you were given an opportunity 
to request additional funds for fiscal 1! 95D 2 

Dr. Howe. Yes. Though I want to make clear that in that par- 
ticular project we took the initiative. We said here are two projects 
we'd like to implement immediately if additional funds can be made 
available. 

Mr. Harpy. And what did it amount to? 

Dr. Howe. $80,000. 

Mr. Harpy. Did you subsequently get a request to request addi- 
tional funds not based on your own initiative ? 

Dr. Howe. Yes,sir. First about in the middle of April. 

Mr. Harpy. I understood that was in fiscal 1955 ¢ 

Dr. Howe. Yes, sir. 

Mr. Harpy. And what was the total amount that you were given 
an opportunity to request, or did they put any limit on it? 

Dr. Howe. Actually it wasn’t done quite that way. In April it 
was suggested to us that we negotiate with the Colombian Govern- 
ment to extend the Michigan State contract and the housing contract. 

Mr. Harpy. Let me see if I understand that. It was suggested 
by whom ? 

Dr. Howe. By our office in Washington. 

Mr. Harpy. Don’t those requests originate with the host govern- 
ment ? 

Dr. Howe. Yes, but perhaps I should clear this. Those were not 
new programs. That was for extension of existing programs. 

Mr. Harpy. Even so, a request for additional participation in the 
point 4 program by the United States Government would have to 
originate with the host government; wouldn't it / 

Dr. Howe. I am trying to think of the terms of the original one 
because in some cases the original negotiations with the host govern- 
ment provided for a project of longer probable duration than the 
financing or obligations included at the time. 

Mr. Harpy. So it might be that the original request imitiated by the 
a government covered a longer period than had been previously 

roved ¢ 
r. Howe. Or financed; yes, sir. 
Mr. Harpy. And so it was suggested from Washington that the 
Yolombian Government be approached with a view toward extending 
that contract ? 

Dr. Howe. That’s correct. 

Mr. Harpy. It leads me to a very interesting question as to how a 
new project is initiated, since we are talking now about an extension of 
an old one as distinguished from the initiation of a new one. Tech- 
nically and theoretically the request is initiated by the host govern- 
ment, but that fr equently requires a little stimulation, I take it. 

Dr. Howe. There is a little distinction there insofar as new activi- 
ties are concerned. I think I’m right in saying that we have not sug- 
gested anything where the original request has not come, usually in- 
formally at first, from the host government. Now that is not a 
hundred percent the case in regard to subprojects within going activi- 
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ties. Let’s say in the field of agriculture, where the program has 
been going and in the light of experience it may seem that an existing 
project needs to be strengthened by work in a related field. Is that a 
fair statement ? 

Mr. Harpy. That’s a very fair statement, I think, from where we 
sit. But I still wonder how in the world any Latin American country 
can intelligently initiate a request for technical assistance unless they 
have had some advance suggestion, either directly or indirectly from 
some of our people. In the first place they hardly know what to ask 
for unless we have given them some basis for it. 

Dr. Howe. That’s partially true, I wouldn’t say all the way. At 
least in Colombia there seem to be quite a few very bright people. 

Mr. Harpy. They know what we have got to offer and so they come 
tlong and ask us for it? 

Dr. Howe. That’s about it, sir. 

Mr. Harpy. Go ahead, Mr. Mountain. 

Mr. Mountarn. Can you sum up for us, Dr. Howe, how much addi- 
tional money was obligated under that procedure starting in March 
1955 and concluding in June 1955 ? 

Mr. Meyer. There was a total of $450,000 in college contract options 
which was obligated in the latter 2 months of the year. 

Mr. Mounrarn. And this was over and above a program which 
started out to be $989,000 for the year ? 

Mr. Meyer. That was the first amount that we had, yes, but subse- 
quently I think there was a million sixty-nine. 

Mr. Mounvratn. When you got your annual allotment in December 
1954 was it in the amount of $989,000 ? 

Dr. Howe. Additional $80,000 in February which brought it to a 
million sixty-nine. 

Mr. Mountain. On top of this then, this $450,000 was obligated 
in the last 2 months of the fiscal year on instructions from Washington. 

Mr. Meyer. Part of that was our own initiative again. It wasn’t 
entirely by instructions from Washington. 

Mr. Mountain. Then I don’t understand what we have said here. 
The $80,000 was on your own initiative? 

Mr. Meyer. Yes. 

Mr. Mountarn. But you were specifically told that the housing con- 
tract was one which Washington thought ought to be extended as 
well as the agriculture contract with Michigan State? 

Mr. Meyer. Yes. 

Mr. Mounraty. But the other contract for medical education as 
far as choosing the subject matter was your own idea? 

Mr. Meyer. That’s correct. 

Mr. Mounratn. But how about the funds? 

Mr. Meyer. The funds came in from Washington; yes. 

Mr. Mounvrarn. How did you know the funds were available? 

Mr. Meyer. We were advised by Washington. 

Mr. Mountarn. Then you were advised by Washington of the total 
funds available? 

Mr. Meyer. Yes. 

Mr. Mountain. And did they tell you you had $450,000 that could 
be obligated ? 

Mr. Mrrur. No; it was $450,000 less what was set aside before. 
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Dr. Howe. We were never told a lump sum available for implement- 
ing various projects. 

Mr. Mountain. I am not clear on how you knew you could obligate 
the funds for the medical contract without either an instruction to 
go ahead and consummate that medical contract or were given a total 
figure of funds that were still available to you on which you made 
the determination that the medical contract was the thing to be con- 
sumated. Which of the things happened ? 

Dr. Howe. We were given ‘specific amounts which we could obligate 
for the medical-school contracts, and the other univ ersity contracts 
with the universities of the Andes at Popayan. 

Mr. Mountain. Then Washington did tell you to go ahead and 
implement the medical contract, or did they tell you this was a certain 
amount of ay available, and you suggested it be used for the 
medical contracts ? 

Dr. Hower. This is Mr. J. A. LaGasa, investment development 
officer. 

Mr. LaGasa. May I enter into the conversation here ? 

Dr. Hower. Excuse me a second. 

As I think I said before, $50,000 had been included in our original 
country plan for medical-school contracts. Along toward the latter 
part of June, whatever the date was, we were advised that funds 
were available so that we could obligate up to $125,000 instead of 
$50,000 for that, the idea being that that would provide the money 
for the full 3 years instead of for 1 year or 2 years. 

Mr. Movunrarn. If this process had not been followed, Dr. Howe, 
these funds would have had to be turned back at the end of the fiscal 
year; is that right? 

“ Dr. Howe. That’s right; yes. But under our original budget we 
would have signed an agreement for $50,000 for 1 year instead of 2. 

Mr. Movnrary. Even though that had been stricken from your 
budget to start with? 

Dr. Howr. No, sir; it was an approved item in the budget. 

Mr. Mountatn. Yes. 

Mr. Harpy. Yes; but they didn’t give you an allocat ion seg it. 

Mr. Meyer. We were given a limitation, I think, of $35,000, which 
was the maximum we could go up to to do a medical- contract project. 
Subsequently I think we talked in terms of $75,000 and subsequently it 
got up to $125,000. 

Mr. Harpy. You started out with a request for $50,000 for a 1-yea 
contract and apparently in the meantime you had some oth deck 
to the effect you could go as high as $35,000. Then you wind up with 
a 2-year contract. of $125,000, ‘Which is in excess of what you started 
out with for 1 year. 

Dr. Howe. That is quite correct, sir, and we were very much aware 
of it. Having been out of the country, we weren’t aware of the high 
cost of the university contracts. Our field estimates were somewhat 
lower than what Washington thought was necessary. 

Mr. Harpy. You might have also been limited by lack of knowledge 
of what Washington would approve. 

Dr. Howe. That’s right. 

Mr. Mounrarn. Dr. Howe, do you have a rule-of-thumb basis you 
ton give us as to the cost of university contracts on a man-month 

asis? 
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Dr. Howe. We figured out last spring, on the basis of the Michigan 
State one, which is the only one we have had sufficient time to have 
had experience with, that it was somewhere in the neighborhood of 
$20,000 per man-year. I might say it is hard for us to figure exactly 
because the university sends its vouchers to our office in Washington. 
Mr. Meyer’s office is advised of, receives an advice of charge which 
does not always break down the items for which those charges are 
made. We arrived at our figure by taking out of the total expendi- 
tures under the Michigan State contract the estimated cost of the 
Colombian student and faculty members that they had taken up there 
for study at East Lansing, then dividing the remaining expenditure 
by the man-years. 

Mr. Mountain. Dr. Howe, to what extent is the work being done 
under the technical assistance program here by the United States 
known to the Colombian people? 

Dr. Hower. That’s a very good question. 

Mr. Harpy. Have you got a very good answer / 

Dr. Howe. I can give you an answer, one that is not entirely sat- 
isfactory to myself. [Laughter.] 

Let me put it this way: As I said this morning, the health program 
is the only one that has been going for any length of time. I think the 
work in health, through the cooperative servicio, is generally well 
known in circles interested in health and in those areas particularly 
of the country where those projects have been working; and I think 
the same is true in the field of agriculture, certainly in the profes- 
sional field and in the areas where the agricultural servicio has been 
working, although it has only been working for a little over a year 
and a half. 

It is well known. We have not felt that the country as a whole had 
an overall idea of what the technical assistance program in Colombia 
was. We have been working for some months, within our own lim- 
itations and those of USIS, as to funds and personnel, on a pamphlet 
or a publication that would summarize and illustrate, largely through 
graphs, the projects that we are engaged in. 

We have been getting, I would say, increasingly better newspaper 
publicity throughout the newspapers. We have a new operation 
started, financed by the agricultural servicio. Normally, fairly good 
publicity is given that in the press and frequently there is evidence 
of that in the followup that we get from governors or officials of other 
departments for similar help there. 

Mr. Harpy. Doctor, are you aware of the extent to which USIS 
makes use of information generated by your organization ? 

Dr. Howe. As far as newspaper publicity is concerned, they do very 
well. They are handicapped and are very aware of it. What we 
really need is one person of theirs, so to speak, assigned to us who can 
actually travel around the country and see the projects in the field 
and talk with the people being served by them. 

Mr. Harpy. Do they do any of that? 

Dr. Howe. Within their limitations of funds and personnel, yes, 
but it has had to be pretty much on a spot-type operation rather than 
a continuing one. 

Mr. Harpy. Couldn’t they get a good idea of what goes on by close 
contact with your people? 
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Dr. Howe. Yes; I think they have, but, as I say, they give very 
good newspaper coverage on events they cover. For example, when 
students leave for a program of training in the States that practically 
always gets in, with the names and a story about them, both in the 
metropolitan papers and their local press. We had a mission con- 
ference here 3 weeks ago and all our people came in and we had a pro- 
gram of our own with outside speakers from the United Nations and 
a couple of Colombians, and they gave very good coverage of that. 

Mr. Harpy. It seems to me that one of the things of most import- 
ance to the United States is that we convey to the people of Colombia 
an intimate knowledge of the net effects of what is being done under 
the technical assistance program. 

I realize that it involves certain difficulties, the dissemination of 
that knowledge but, aside from the humanitarian aspects of it, I must 
ask what benefit it is to the United States that your Division of Health 
and Sanitation has been operating for such a long period of time and 
has done a great deal toward improving the health of the people. 

If the people that are being affected don’t have a consciousness of 
the part which the people of the United States are playing in it, 
and if the public generally doesn’t get a good concept of that, then it 
seems to me we are missing a considerable part of the value of these 
activities from the standpoint of the people of the United States. 

I realize it is not something you can go around waving a flag about 
and saying, “Look what we did for you.” That would be distastrous, 
but it does seem to me it presents a challenge to the Information 
Service to utilize the information, data, generated in your organiza- 
tion, if they have it available to them. 

Dr. Howe. I think that is very true. I think that they are quite 
aware of that and I feel that the situation is gradually and steadily 
improving as far as publicity is concerned. We had one disappoint- 
ment recently. We had hoped to put on an exhibit in connection 
with the industrial fair taking place here in December, which would 
illustrate some of our activities, or most of them, if possible. But 
we were turned down by Washington on that. 

Mr. Mountarn. Have you had any experience with the Colombian 
Government being either reluctant to make their contribution to the 
servicio operations, or desiring to reduce its proportional share of 
those operations? 

Dr. Howe. As to making its contributions that have been agreed 
to, I think the experience of both health and agriculture has been 
that they have always made them as agreed to and pretty much ac- 
cording to a preagreed schedule of payments. 

Mr. Myer. They have never been in any default on payments either. 

Mr. Mountarn. What is your answer with regard to reaching the 
agreement ? 

Dr. Howr. In the health program one, as I indicated this morning, 
the proportion is 10 to 1, and I think every year perhaps that they 
have, shall I say, gone through the formality of seeing whether the 
proportion couldn’t be increased to their benefit. 

Mr. Harpy. Is that the one we diseussed this morning in which 
you stated our contribution is $100,000 and theirs a million ? 

Dr. Howr. That’s right, sir. 

Mr. Harpy. Now $100,000. That $100,000 is in addition, of course, 
to our personnel costs? 
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Dr. Howe. That’s right. 

Mr. Harpy. Has there ever been any suggestion to the Colombian 
(aovernment that maybe it would be a good idea for them to assume 
that $100,000, make it $1,100,000 and let us keep on with our personnel 
costs ¢ 

Dr. Howe. Well, I think the answer there is that even when the 
proportion of the contribution to the overall fund is fairly low, as 
it is in this case. that what that provides is a basis for our technicians 
and, technically, the director who is the director of the servicio, both 
to be parties to the agreements as to what the individual projects 
will be. All projects are jointly agreed upon by the minister and 
the director of our field party, and then the financial contribution 
gives a degree of administrative control of those activities which in 
some cases, at least, up to a point, is as necessary in the matter of 
technique as the purely professional side of it. 

Mr. Harpy. Well, [ don’t know. If we are going to furnish top 
technical personnel, why couldn’t we still retain those controls, such 
controls as are important? Even if they carried all of the costs 
ot operating the servicio, I have a little trouble in understanding why 
in that country where they are operating pretty nearly on a balanced 
budget—more nearly than we are, at any rate—why we shouldn’t 
just take that extra $100,000. That is not going to be too significant. 
We are furnishing the technicians, the people that have the experience 
and knowledge to assist them, and I have trouble understanding why 
we should pay the eniployees of the sei vicios. 

Dr. Howe. Well, I think that goes back to the original philosophy 
or theory back of the joint servicio type of activity as it was developed 
in Latin America. Granted that there is and has been a great differ- 
ence both in need and capabilities in various countries, but that through 
« fund contributed to by the two countries there would be performed 
activities in the fields of health, agriculture, or others which would 
not, at that time, be performed directly by the host government with- 
out such outside assistance and stimulation. 

Mr. Harpy. It is easy to understand how such an arrangement 
should have been started, but I am having trouble in seeing why it 
should continue. They have built up their interest now. They have 
displayed a consciousness of the need by increasing their contribution 
to 10 times what ours is. A strange part of it is the total use of the 
servicio funds to defray the cost of the personnel. That is native per- 
sonnel. Why should the United States taxpayers pay those local 
employees if the host government is in a financial position to do it 
and recognizes the need for the program ? 

Dr. Hower. I think there are two reasons. Then I would like the 
heads of these two servicios to give you their ideas. One, that through 
putting in funds it is possible to maintain a more effective functioning 
organization. In other words, over the years a continuity of service 
based in general on technical competence has been built up and, with 
that, something of an espirit de corps, the morale in it, which has, I 
think, provided for more effective implementation of these projects. 

Mr. Harpy. So we continue in the role of the overzealous, benevolent 
parent whose child hasn’t grown up sufficiently that he can operate 
without the direction of the parent. 

Dr. Howr. I think we have got to be sure not to carry that on. 





bian 
sume 
nnel 


| the 
Vv, as 
‘Jans 
both 
jects 

and 
ition 
h in 
Tr of 


| top 
such 
costs 
why 
need 
ldn’t 
cant. 
lence 
why 


»phy 
oped 


iffer- 
ough 
‘med 
ould 
vith- 


ment 
ny it 
have 
ition 
f the 
per- 
local 
do it 


» the 
ough 
ming 
rvice 
with 
as, I 
jects. 
olent 
erate 


TECHNICAL ASSISTANCE IN LATIN AMERICA 607 


Mr. Harpy. I am not in complete agreement with the statement I 
just made, and I didn’t make the observ ration for the purpose of trying 
to stimulate agreement or disagreement. I am trying to find out the 
thinking here. 

Dr. Howe. I think there is one other point and that is the require- 
ments of servicios for material in dollars. For example, the health 
program purchases a substanial amount of dollars, the supplies and 
equipment and material to go with that, in dollars from the United 
States. 

Mr. Harpy. So we have to give them the dollars so they can pay 
them back to us? 

Mr. Brooks. Don’t you think it is obvious if they have enough dol- 
lars to buy destroyers, $12 million apiece, they could afford to buy 
dollars for their people? To me it seems like they could. Another 
thing, to clarify that explanation of yours, does that explanation 

satisfy you as a taxpayer in the United States, the fact that it just 
works out better if we pay part of the freight? Honestly now ? 

Dr. Howe. You are being unreasonable. 

Mr. Brooks. I am not being unreasonable. My mama could still 
be paying for part of my upkeep if I would let her. You see adults 
45 years old whose daddies still pay their rent. 

Dr. Hower. No, sir, I speak both as a taxpayer and as an official. 
I agree very strongly with that overall, but I would like to add this 
observation. If we accept the basic fact that technical assistance to 
these countries to assist them to improve their social and economic 
position ts in the interest of the United States whether it be for po- 
litical reasons or economic reasons or others, then there is a point 
where the money we put into the straight technical assistance, that 
is on the salaries and expenses of the United States professional peo- 
ple, could be more effectively applied and used if through a reasonable 
contribution in dollars to the operating agency. We've got a foot in 
the door to see how that technical advice ‘and experience are actually 
applied. 

Mr. Brooks. I understand that, but if you help people who are 
strong individuals by giving them advice only, that is one thing, and 
that I think is more desirable than helping people who are weak in- 
dividuals to whom you must give both advice and board and room and 
shelter and food. In other words, I think it is better, the less you have 
to help them the stronger and more capable they are of developing 
their own country and their own capabilities. I can’t help but be- 
lieve the less we give them the stronger they are going to be. They 
will, of necessity, develop their own “abilities without this cane they 
have been walking on. I wonder, Dr. Howe, have you found that 
despite the rather stringent regulations and restrictions of the press 
in this country, that they have been willing to put in the papers, bring 
to the attention of the public, notices of the activities in which your 
folks engaged ? 

Dr. Hower. Yes, sir, I think I can honestly say that where the ma 
terial has been available, there has been no apparent unwillingness to 
do it at all. 

Mr. Brooxs. Thank you very much. 

Mr. Mounrarn. Mr. Chairman, I believe we have had a series of 
submissions in documentary form from Dr. Howe and his group that 
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should prove adequate in view of the fact that we have very limited 
time. I suggest that we close the questioning here at that point. 

Mr. Harpy. I think it is a good idea. Doctor, we do appreciate all 
e helpfulness that you and your whole group have given on this 
matter. I feel sure that the record will be sufficiently clear that it 
will make a substantial contribution to our total overall job. Many 
thar KS, girs 

Dr. Howr. Very glad to have you here. Wish 


longer ant 


+} 


you could stay 


1 glad to have you make us think about the answers to some 
yf these questions. 


Whereupon, at 4 p. m., the meeting adjourned to reconvene at 4: 10 
p.m. in the American Embassy. ) 





TECHNICAL “ASSISTANCE TN GATIN AMERICA 609 


wre 


COLOMBIA masse COLOMBIA 


Economic tndicotors 


| Sharp Drop in Coffee Exports Falling Coffee Prices 


200 5 ee K 
Tt index of Volume, 1948 = 10 |} (U.S. $ per Lb, Wholesale, NY 


Gontribute to Trade Defici And Reduced Exchange Reserve 


$ Millions by Quorte $M 


Vv | 
| 
i 


Gost of Living Relatively Stabie 


j Kindes , 1948 = 10C 





608 TECHNICAL ASSISTANCE IN LATIN AMERICA 


should prove adequate in view of the fact that we have very limited 
time. I suggest that we close the questioning here at that point. 

Mr. Harpy. I think it is a good idea. Doctor, we do appreciate all 
the helpfulness that you and your whole group have given on this 
matter. I feel sure that the record will be sufficiently clear that it 
will make a substantial contribution to our total overall job. Many 
thanks, sirs. 

Dr. Howe. Very glad to have you here. Wish you could stay 
longer and glad to have you make us think about the answers to some 
of these questions. 

(Whereupon, at 4 p. m., the meeting adjourned to reconvene at 4: 10 
p. m. in the American Embassy.) 
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ExnHrsit B 


DATA ON UNITED STATES OPERATIONS MISSION 
COLOMBIA 


I. United States mission: 
A. Ambassador: Philip W. Bonsal. 
B. Director, United States operations mission: Dr. Walter Howe. 
C. Servicios: 
1. Servicio Cooperativo Interamericano de Salud Publica (Public Health). 
2. Servicio Technico Agricola Colombiano Americano (Agriculture). 
D. Organizations under contract: 


| 
Contractor | Effective 


Amount | Type of work 


. Michigan State College ----| Sept. 1, 1953 wt! gto alead $749, 813 | | Agricultural education. 
. University of Illinois. --_- 4 _...| June 29, 1954 ie 225, 000 | i development. 


| Technical 

Administra- issistance 

tive funds | program 
funds 


Total 
Total as of Mar. 31, 1955 
1, Government personnel, total. 


(a) United States nationals... .............-.......... 
(>) Foreign nationals_...........-..-- 





2. Contract personnel 


. Date of general agreement for technical cooperation: March 9, 1951. 


II. FOA program objectives: 

To stimulate the self-development of Colombia for the improvement of eco- 
nomie and social conditions. 

(a) Agriculture——(1) To diversify agricultural production and raise the level 
of agricultural efficiency and productivity; (2) to increase agricultural wealth 
through colonization and utilization of uninhabited lands; (3) to utilize water 
resources efficiently through irrigation; (4) operation of pilot extension service 
to serve as national model and training center; (5) to improve agricultural 
education, with emphasis upon the coordination of education, research and 
extension. 

(b) Health and sanitation—To improve public-health services by providing 
demonstration projects; technical direction in the establishment of training fa- 
cilities ; implementing campaigns in the control of crippling and endemic diseases, 
expanding public-health education activities to a countrywide basis, and ‘training 
professionals and nonprofessionals in public health activities; improvement of 
housing, particularly low-cost housing, and encouragement of development of 
community services through self-help techniques. 

(c) Mining.—To assist in development of the coal resources of the Cauca 
Valley and the Cerrejon area, and to assist in the discovery of other mineral 
resources of strategic and economic importance. 

(d) Public administration —Advice to several levels of government in the im- 
provement and modernization of administrative practice. 

(e) Other programs.—Other programs include projects in the fields of labor 
and transportation. 





TECHNICAL ASSISTANCE IN LATIN 


III. Net activity (as of March 31, 1955): 


{In thousands of dollars} 





AMERICA 


Fiscal years 


| 


Technical cooperation: 

yi 

Allotments___- 

Obligations 

Expenditures ; 

Estimated host country contributions 
lent United States dollars) -.-.........-......- , 5S 3, 116 

Cash for joint funds a 1) .. 


1,000 
1,078 | 
| 


| 


"$1, 282 | 


1954 | 


1955 


$1,065 | 
820 
1, 240 414 
554 644 
2 680 


2, 567 


=, * 


1 Not available. 
IV. Program fields of activity :? 


[In thousands of dollars] 





actual 


Technical cooperation: 
Agriculture and natural resources-- 
Health and sanitation 
Education -- 
Industry and mining 
Public administration 
Transportation. . -- 
Labor____ 


General and community development. -. 4 
Other costs. - -- ;aeksahhnwss ; E 


Fiscal years 


| 1956 pro- 
posed to 
Congress 


1955 estimate 


$677 
409 
95 
91 
20 
100 
40 
80 
39 





V. United States and IBRD capital: 


{In millions of dollars} 


Calendar years 


1950 1951 


Export-Import Bank disbursements _..__-.--- 
IBRD disbursements. -- aes 
United States private investment (net): 
New direct investment ; ; 
Reinvested subsidiary earnings. --_----- ; 
Book value of United States direct private investment 


1 Undisbursed Export-Import Bank balance, Dec. 31, 1954, $1.9 million. 
2 Undisbursed IBRD balance, Dec. 31, 1954, $34.4 million 


1 Adjustments in obligations subsequent to close of fiscal year are 


field of activity. 


1952 


1954 | 1955 


$5 | 1 $6 | 
28 |_. 


1953 


not distributed by 
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Exursit © 


DEPARTMENT OF STATE, INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM 


COLOMBIA 


Principal officers: Philip W. Bonsal, American Ambassador; Frederick J. Bar- 
croft, public affiairs officer; F. Taylor Peck, cultural affairs officer. 


AUTHORITY AND SCOPE 


The Department’s educational-exchange program with Colombia has been in 
operation since 1941. It is authorized under Public Law 355, 76th Congress, and 
is presently financed from dollar funds appropriated under authority of Public 
Law 402, 80th Congress, the Smith-Mundt Act. During the past 5 years 54 grants 
have been made to Colombians for study, teacher education and specialized con- 
sultation in the United States. At the same time 23 grants were made to citizens 
of the United States for similar purposes in Columbia. 

From fiscal year 1955 funds, $55,529 has been obligated for grants to Colom- 
bians including 4 leaders and 2 specialists, and 5 students; and to 2 students from 
the United States; $30,160 has been provided for 11 grants on the program for 
fiscal year 1956. 

NEED 


The problems inherent in the present situation may make difficulties for the 
operation of an adequate exchange program. However, Colombia is tremen- 
dously interested in a program and United States grants to Colombian nationals 
are now important due to the Colombian currency situation. It is especially 
desirable to offer grants under the educational-exchange program to students 
and in view of the revision of the system of public education there, to teachers. 

Plans are underway to utilize funds under Public Law 480, the Agricultural 
Trade Development and Assistance Act of 1954, to provide a Fullbright program 
in Colombia. 

In July, August, and September, 1955, performances were given at Bogota of 
Porgy and Bess and Ballet Theater. Funds for this kind of cultural approach 
were provided by the President’s Emergency Fund for International Affairs. 


Exurpit D 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, 
WASHINGTON, D. C. 


Lending operations to date in Colombia 
{Expressed in United States dollars] 


Borrower Date Purpose Amount 


Colombia (guarantor) Caja de Credito . 19,1949 | Agricultural machinery - - ---|$5, 000, 000 

Colombia (guarantor) Central Hidroelectrica del . 2,1950 | Electric power development | 3, 530, 000 
Rio Anchicaya, Ltd. 

Colombia (guarantor) Central Hidroelectrica de . 28,1950 
Caldas, Ltd. 

Colombia - 10,1951 | Highway construction and /|16, 500, 000 

rehabilitation. 

Colombia (guarantor) Central Hidroelectrica del . 13,1951 | Electric power development_| 2, 400, 000 
Rio Lebrija, Ltd. 

Colombia ‘ . 26,1952 | National railways project __._|25, 000, 000 

. 10,1953 | Highway improvement and /14, 350, 000 

maintenance. 

Colombia (guarantor) Caja de Credito 29,1954 | Agricultural machinery 

Colombia (guarantor) Central Hidroelectrica del . 24,1955 | Electric power development} 4, 500, 000 
Rio Anchicaya, Ltd. 

Colombia (guarantor) Colombian National Rail- 15, 1955 | Railway extension project_--}15, 900, 000 
roads. 





(The subcommittee reconvened at 4:10 p. m. in the American 
Embassy.) 

Mr. Mountain. Mr. Matthews, please state your name and position 
for the record. 
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STATEMENT OF GLENWOOD B. MATHEWS, ADMINISTRATIVE 
OFFICER, AMERICAN EMBASSY, BOGOTA, COLOMBIA; ACCOM- 
PANIED BY JOSEPH QUINTANILLA, DISBURSING OFFICER; AND 
WILLARD F. BARBER, DEPUTY CHIEF OF MISSION 


Mr. Matrnews. Glenwood B. Matthews, administrative officer, 
American Embassy, Bogota, Colombia. 

Mr. Mountatn. How long have you been in your present position ? 

Mr. Matruews. I have been here since May 31 of this year, 1955. 

Mr. Mountain. Then, any statement you will give us about activi- 
ties im this post will be based largely on records you have examined, 
or statements from some of your staff people ? 

Mr. Matruews. That’s correct. 

Mr. Mountatn. Do you have subordinates who have been here a 
considerable period of time? 

Mr. Matrnews. Yes; I have an administrative assistant who has 
heen here a year and a half; Mr. Quintanilla, the disbursing officer, 
has been here a year and 26 days. 

Mr. Mountain. What is the normal staffing pattern for this post? 

Mr. MarrHews. We have on the program side of the picture 18 
people. That includes three people in the consular section. On the 
administrative side for the support of the program, we have seven 
Americans, 

Mr. Mounrarn. What is your local complement ? 

Mr. Matruews. Local complement—would you like the consulates 
as well? 

Mr. Mounran. Yes. 

Mr. Marrnews. We have three consulates. I can give it to you 
here. Would you like to look at it? Local employees, Bogota, 10; 
program administrative, total, are USIS and of ours—this is another 
program. 

Mr. Mountain. I think what we’d like is the total of local em- 
ployees, without particular regard to whether they are program or 
administrative 

Mr. Matruews. Fine, fine. 

Bogota, total local, 22; Barranquilla, 4; Cali, 4; Medellin, 1; grand 
total, 31 local employees, of which 22 are employed in Bogota. 

Mr. Mounratn. Referring specifically to the American employees, 
what has been the experience of this post in the percentage of your 
staffing pattern on board at any one time? 

Mr. Matruews. For the fiscal year beginning July 1, 1954, and end- 
ing June 30, 1955, the absences through vacant positions on transfers 
of individuals and the position remaining vacant, and absences, 
amounted to about 20 percent, giving us an 80-percent effectiveness of 
our staff, 

That did not, of course, include people not taking their local leave, 
due to the fact that we were working too closely to the bone, you might 
say, and people just couldn’t take off. We had to have them here 
because of these absences. The other people couldn’t take their leave 
that was due. 

And another reason is that people don’t go anywhere from here. 
It is very expensive to go on local leave. You have to travel by air- 
plane, and clerks and secretaries cannot afford to go. In most cases, 
the officers with large families can’t afford to go. 
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Mr. Movuntarn. Do you have any figures to show the amount of 
local leave which was not taken ? 

Mr. Marruews. Unfortunately, we haven’t gotten that together. 
We have cards here showing the local leave not taken. For example, 
myself. I haven’t had any “loc al leave this year. I will lose 20 days 
if I don’t take it before December 31, and the likelihood of getting 
it is very remote. 

Mr. Quintanilla has had a half day this year, and will lose 20 days 
this year also. The workload in his shop is way behind. He just 

van’t keep up with it. 

The vacancies in the staff, the comings and goings, have put him so 
far behind that he just doesn’t plan any leave ‘at all. 

Mr. Mountain. Can we infer from this, 80 percent of your staffing 
pattern is not adequate to handle the workload of this post? 

Mr. Marrnews Absolutely not adequate. 

Mr. Barser. We will send you the figures on local leave not taken. 

Mr. Harpy. Fine, fine. 

Mr. Mountarn. Mr. Chairman, I suggest that we ask Mr. Barber 
to submit such a schedule on home leave, and request permission to 
enter it in the record at this point. 

Mr. Harpy. Without objection, so ordered. 

(The information requested follows :) 


OFFICIAL MEMORANDUM 
NOVEMBER 1, 1955. 
To: Mr. Barber. 
From: I. Lueders. 
Subject: Forfeited annual leave, 1954, by officers at United States Embassy, 
Bogota. 


Barber, W. F Guiney, J 

Bates, Q. R Lueder, I 

Beal, Quintanilla, J_---_~_--- 
Donald, R 


Mr. Matruews. I would like to submit this for your serutiny, Mr. 
Mountain. Here are the records of the departures from this post in 
1954, 

If you will notice, it averages almost two people a month departing 
from this post in 1954, calendar year. 

Mr. Mountarn. These are clerical personnel for the most part, are 
they ? 

Mr. Martruews. No, no, no. A great many are officer personnel 
here. This is an officer, this is an officer [indic ating |. 

Mr. Mountarn. Mr. Matthews, I believe you’d agree that the signifi- 
cance of this tabulation would be only in terms of whether you got 
replacements for them at the time. 

Mr. Matruews As this record shows, we were only 80 percent ef- 
fective. All these positions were vacant these lengths of time here. 
We didn’t have mobile personnel. We didn’t have a person arriv- 
ing here to fill a position before the departure of the present incum- 
bent. He was generally gone these various periods of time before the 
position was filled. The greatest amount of time is 11 months 1 posi- 
tion was not filled. 

Mr. Mountain. Are you familiar, Mr. Matthews, with what is 
known in Washington as the man-in-motion problem 

Mr. Matrnews. Yes. 
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Mr. Mountarn. Is the situation that you have been confronted with 
here an outgrowth of the lack of a man-in-motion complement, in your 
opinion ¢ 

Mr. Marrnews. I would say yes. If they figured on a man-in-mo- 
tion and figured on that time being taken out of our work complement 
here, I figure that our—we would be better off, much better off, and 
probably able to bring this 80 percent effectiveness figure up to about 
90 or 95 percent, if they could actually bring this man-in-motion thing 
into being. 

Mr. Mounrarn. Has it been your experience that you do not get 
people on board as replacements promptly when a vacancy occurs? 

Mr. Matruews. Yes. 

( Discussion off the record. ) 

Mr. Mountain. Mr. Matthews, when was the last time this post was 
called upon by the Department to submit a budget estimate ? 

Mr. Marruews. We submit budget estimates regularly, every year. 
It is standard operating procedure. Our last budget estimate was 
submitted—I will call on Mr. Quintanilla to answer that. 

Mr. Qurntranttua. The exact date, it was submitted July 28, 1955, 
for fiseal year 1956. This was a financial plan. 

Mr. Mounrarn. I believe my question was for a budget estimate, not 
a financial plan. 

Mr. MarrHews. That’s right. These are budget estimates that are 
submitted every year. 

Mr. Mountarn. I am making a distinction between a financial plan 
and a budget estimate. As you know, budget estimates are presum- 
ably now in preparation in the Department for fiscal year 1957 which, 
in the normal course of events, will go through the Bureau of the 
Budget, be approved, and come up as a congressional presentation 
early next year. 

Mr. Matrruews. I see. 

Mr. Mountain. As I understand Mr. Quintanilla’s answer, he has 
developed and the post has submitted a financial plan for fiscal year 
1956, and has not been called upon to submit anything for fiscal 1957. 

Mr. Marrnews. No, no. 

Mr. QuINTANILLA. That is correct, sir. 

Mr. Mountain. Were you at any time in calendar 1954 asked to 
submit a financial plan for fiscal 1956? 

Mr. Quintranua. Yes. That was done prior to my arrival here. It 
was approximately in June of 1954. 

Mr. Mountatn. Was it the same type of submission you are talking 
about ¢ 

Mr. QuintANILLA. Financial plan for 1955. 

Mr. Mountain. I am not talking about a financial plan, but a 
budget estimate. We understand the financial plan is your plan of 
how you intend to spend the money you have been given. 

Mr. Quintrantia. I understand, Mr. Mountain, but unless I am 
mistaken, I believe you said financial plan for 1955. 

Mr. Mounratn. I stand corrected. 

Did you submit a budget estimate for fiscal 1956 sometime in 1954? 

Mr. QuiINnTANILLA. No, sir; not a budget estimate. 

Mr. Mountain. To whom in the Department do you submit your 
financial plan? 
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Mr. QuinTANILLA. We submit it to the ARA, that is, the Area of 
American Republics, to the office of the Executive Director, Mr, Czayo. 

Mr. Mountartn. What response have you gotten from the regional 
bureau on your financial plan? What steps do they follow after you 
have submitted it, so far as letting you know where it stands? 

(Discussion off the record.) 

Mr. QurnTANILLA. We submitted the financial plan on July 28, 1955. 
We received our allotment for fiscal 1956 on October 25; that was 
yesterday. 

I have not as yet had time to analyze the adequacy of the allotment 
made to us for fiscal year 1956, but the amounts requested under the 
salaries and expenses appropriation, we were reduced the amount of 
$43,983. 

Mr. Mountain. Against a base of what? 

Mr. QuintTaniLa. Against a base of the amount requested, which 
was $229,850. The amount received was $109,425. The reduction was 
$39,425. 

I wish to correct that. Of that, we won’t complain about $27,000 of 
that reduction because that was the amount that we requested for the 
post allowances and part of it for quarters allowances. 

Since the submission of our request, this post has been reclassified, 
and we no longer get any post allowance. That was effective August 
14. 

Mr. Mounrarn. Did this change have anything to do with a more 
favorable exchange rate ? 

Mr. QutnTANILLA. That’s correct. However, there is $12,325 that 
we were reduced that I don’t think is justified, and we will communi- 
cate with ARA to attempt to get that restored. 

Mr. Mounrarn. What did that cover? 

Mr. QuinTANILLA. They, in their allotment documents, state that the 
reduction was based on their calculations of the more favorable rate of 
exchange. However, when we calculated our estimate, we based it on 
the more favorable rate of exchange we were obtaining, and I think 
there is a duplication there. 

Mr. Mounrtarn. In other words, you both have made the same 
exchange rate into account, and made a duplication ? 

Mr. QutnTAnILLA. No. I think they thought we took the real rate 
of exchange we had. I, in calculating it, took the rate of 380 to the 
dollar, which has been more or less the rate that we have obtained. 
That is the free-market rate. 

Mr. Movunrarn. Mr. Matthews, was this post asked by the Depart- 
ment at any time in fiscal year 1955 to accomplish whatever savings 
were possible in order to turn the funds so obtained back to the 
Department to meet a financial crisis there ? 

Mr. Matruews. Yes. Mr. Quintanilla can answer that. 

Mr. QuInTANILLA. Yes; we got two communications, one signed by 
Mr. Henderson. Prior to that, we got a letter from ARA, requesting 
that we take a very, very close look at our allotments, and to turn in 
any possible savings, and to effect any economies that would be 
possible. 

Mr. Mountarn. Did they explain the reason for that request? 

Mr. Quintanuta. Yes. I think it was mostly due to home leave, 
wasn’t it, Mr. Barber? Transfers—they were short of money on 
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transfers and home leave, I believe, and there may have been other 
reasons given that I don’t recall. 

Mr. Barser. I think I recall in the correspondence from Under 
Secretary Henderson a statement that the need for this very searching 
examination of possible savings was because some unanticipated 
emergencies had arisen which had taken departmental funds. 

We undoubtedly have Mr. Henderson’s letter in our files, in case 
you want to go more closely into that. 

Mr. Mountain. Thank you, Mr. Barber. I believe we are aware 
of Mr. Henderson’s letter. 

My question had to do particularly with Mr. Quintanilla’s state- 
ment that there was an earlier request from ARA. I wanted to know 
the basis of their request. If we could have a copy of the corres- 
pondence they sent out prior to Mr. Henderson’s letter, it would help 
us. Could vou submit that for our record ? 

Mr. QuInTANILLA. Yes, sir. 

Mr. Mountain. Were you able to accomplish any savings? 

Mr. Quintranitia. Yes. I don’t recall the amounts, but I did re- 
port some savings. 

Mr. Mounrain. We would like to know the exact amount, if pos- 
sible, and where you got the savings from; specifically, whether you 
got them from your joint administrative support fund. 

Mr. QuiInTANILLA. I will be glad to look up the records, and provide 
it. 

Mr. Mountarn. Could you submit it to us also at the same time 
these other papers are submitted ? 

Mr. QuINTANILLA. Yes, sir. 

(The information ‘requested follows :) 


MEMORANDUM 
NOVEMBER 8, 1955. 
To: Mr. Barber 
From: Mr. Quintanilla 
Subject: Mr. Henderson's letter. 


The attached operations memorandum (unclassified) of March 10, 1955, is the 
Department’s communication which Mr. Quintanilla had in mind when he stated, 
during the administrative inquiry, that a request had been received from ARA, 
prior to receipt of Mr. Henderson’s letter, to report savings to ARA. 

The amount of $1,265 was reported as savings in object classes for quarters 
allowances and local salaries. 

The savings in quarters allowances was due to vacancies at post due to 
transfers. 

The savings in local salaries resulted from a vacancy in the consulate in 
Medellin which was not filled due to lack of qualified employees to fill the position. 

An additional savings of $1,200 was reported in reply to Mr. Henderson’s letter 
of March 17, 1955, regarding savings in the latter part of fiscal year 1955 and 
ARA Circular No. 55-10 of April 1, 1955, on the same subject. 

The savings were accrued in local salaries and allowances for the same reasons 


_as given above. 


OPERATIONS MEMORANDUM 
Marcu 10, 1955. 
To: American Embassy, Bogota. 
From: Department of State. 
Subject: Administration, ARA: Status of program allotment, 5A—4110. 

The Department’s analysis of your program allotment (5A-4110) obligations 
indicate that substantial savings are being accrued. 

In order that necessary increases in other post’s allotments may be authorized, 
within total funds available, please report, as soon as possible, the estimated 
savings in your allotment, projected to June 30, 1955, and quarterly distribution 
of savings that may be withdrawn. 
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Mr. Mounratn. I would like to ask you, Mr. Matthews, briefly what 
the problems are, if any, in working out reimbursement agreements 
with the other United States agencies supported here. 

Mr. Marruews. When the reimbursement agreement requests came 
through this year, I was in Uruguay and prepared it there in Monte- 
video. I believe Mr. Quintanilla will be better qualified to answer 
the questions with reg: urd to experience here. There was no adminis- 
trative officer here, and n prepared it. 

Mr. QurnTanitua. I don’t recall any difficulties. The statement 
was prepared as realistically as possible, explained to the authorized 
personnel of each of the agencies, and everyone agreed that the 
amounts shown were adequate and concurred in. 

Mr. Mounrarn. Can you tell us what particular year you are refer- 
ring to? 

Mr. QuintTANIL1A. Fiscal year 1955. 

Mr. Mountatn. When were these agreements worked out for fiscal 
year 1955? 

Mr. QurintAnttLa. A report was submitted to the Department on 
April 29, 1955. 

Mr. Mountain. In other words, the level of support that you were 
going to give these other agencies during fiscal year 1955 was worked 
out in the last 2 months of that fiscal year ? 

Mr. QuinTANILLA. That is correct, sir. 

The instructions requesting the budget estimate is dated March 12, 
1955. We had received 

Mr. Mountarn. Excuse me, Mr. Quintanilla. Is that literally 
what it is, instructions regarding budget estimates ? 

Mr. QUINTANILLA. Yes; the title is “Administrative Offices, Ad- 
ministrative Principles, Support Principle Practices, and Proce- 
dures.” 

Mr. Mountain. O. K. Will you proceed, please ? 

Mr. QuINTANILLA. The Department of State, as I understand it, 
had made several attempts to get this instruction out to the field muc h 
earlier. We had had circular letters advising us about it, and giving 
us some information as to what was to be required so that the field 
could more or less be thinking and perhaps working on some of this 
data, but T also seem to recall that it took quite some time to get this 
instruction cleared through the various agencies in Washington. 

Mr. Mountatn. Does that instruction call for you to negotiate re- 
imbursement agreements for fiscal year 1956? 

Mr. QuiInTANILLA. The same instruction is still current. That is 
to say that in the request for the preparation of the report for fiscal 
year 1956, the same basic instructions will be used. 

Mr. Mountatn. Do you have a date by which these agreements are 
to be submitted to Washington for fiscal 1956 ? 

Mr. QuINTANILLA. Yes; the date is November 1 

Mr. Mountatn. Have you worked out these agreements yet? 

Mr. QurINnTANILLA. We are now in the process of preparing the 
estimate. 

Mr. Movunrarn. Have you reached an agreement with any of the 
agencies yet ? 

“Mr. QurntanitiA. Net yet, sir. We won’t do that until we com- 
plete the estimates and present them to the agencies. 

Mr. Mountarn. I believe today’s date is October 26? 
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Mr. Quintana. That is correct, sir. 

Mr. Mountatn. Then you have 5 or 6 days to work up the agree- 
ments and get them in to Washington ¢ 

Mr. QuINTANILLA. Yes; and I think we are going to be a little late 
due to congressional committees visiting Bogota: Public Law 480 
tunds difficulties; inspectors from the Department, which we welcome, 
but at the same time it does consume much of our working time and 
we can’t get the work done. 

Mr. Mountain. Don’t you think you ought to add a shortage of 
personnel at the post just to complete the rec ord ? 

Mr. QUINTANILLA. Yes—a shortage of personnel at the post by 
all means. The team arriving tonight. I plan to send a short memo- 

randum to the Department advising them that this post will regret 
fully be approximately 10 days late in submitting its estimate. 

Mr. Mountain. You might put a footnote on there that “I’ve had 
a half day’s leave this year.” 

Is this a new instruction on agreements? I believe you said, 

came out in April of this year. 

Mr. Quintanmxa. I believe I said it was dated March 12,1955. It 
is dated March 1, 1955. 

Mr. Mountarn. What is the instruction you operated on prior to 
that date / 

Mr. QuintaNniLLa. We did not have fixed instructions. The in- 
structions seemed to vary slightly from year to year. We have some 
of them on file in our office. 

Mr. Mountain. But there was no master instruction ? 

Mr. QuINTANILLA. No master, as this one seems to be. 

Mr. Mounratn. Does the Department let you know what they have 
finally agreed upon with the agencies in Washington 

Mr. Qu mnranimta. Yes, Mr. Mountain, we received on October 10 
under ARA Circular No. 56-4, dated October 7, 1955, the amounts in 
cluding the Washington expenses. We have received the figures on the 
final amounts that are agreed upon between the agencies. 

Mr. Mounrarn. For fiscal 1955 ¢ 

Mr. QuINTANILLA. Yes. 

Mr. Mountain. So is this a normal sequence of events as far as 
when you learn about the final figures of those reimbursement 
agreements ¢ 

Mr. QuiIntTaNILLA. I can’t tell you that, Mr. Mountain, because this 
instruction of March 1 is something new. 

Mr. Mounrarn. Well, let me put it this way. In your experience as 
a budget and fiscal officer, has 1t been customary for you to find out 
what happened to these agreements at the Washington level after the 
fiscal year for which they applied has closed ¢ 

Mr. QutnTanitna. I cannot answer that because prior to this fiscal 

ear I was not charged with the responsibility of preparation of 
faldgite: 

Mr. Mounvarn. Thank you. 

(Discussion off the record.) 

Mr. Mountarn. Mr. Matthews, can you tell us what the experience 
of this post has been in implementing the Wriston program? We 
would like to know how many people at this post since the inception 
of the program have been eligible for integration, and how many have 
actually been processed. 
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Mr. MattHews. There are two people at this post automatically 
eligible for integration. One was Mr. J. H. Quintanilla. He was 
integrated in April of 1955. Mr. G. B. Matthews is eligible. That 
is myself. I was informed in Montevideo by an official memo dated 
April, last April, I don’t recall the exact date, that they were aware 
I was eligible and would get to my integration in due course. 

Mr. Mountain. You have not yet been processed ? 

Mr. Marrnews. I haven’t heard anything; no. 

In addition to these 2 people, Mr. Quintanilla and myself, we have 
2 borderline cases here. A Miss Nora Alsterlund. She is in charge 
of the Consular Section. Because of overage in grade, her salary 
level was $300 below the specified level for integration at an FSO-4. 
Her case has been appealed to the Department and we have heard 
nothing since the appeal was sent in. However, the inspectors are 
now here and are also going to take up her case. It seems to be very 
deserving in the fact that she was only $300 per annum short of the 
goal. It seems they would act favorably. 

The other, Miss I. M. Lueders. She was not occupying an of- 
ficer position on August 1 of 1954 which is one of the requirements. 
However, she is of a grade in FSO-9, making her eligible for in- 
tegration and she had previously been a vice consul for 2 years in 
Germany. The job she now holds here we have asked to be re- 
classified to a general service officer position since her duties in- 
volve general services’ work and she has been performing that work. 

Mr. QurintTANnTILLA. There are two more people, Mr. Matthews, 
that you may not know about. Mr. Toomey was integrated in ap- 
proximately February of this year. 

Mr. Matruews. Not while he was a member of this post. 

Mr. QuinTANILLA. It started in Washington while he was on home 
leave, but the actual effective date was after he arrived at this 
0st. 

; Mr. Matrnews. Thank you, Mr. Quintanilla. I didn’t realize 
that. 

Mr. QuINTANILLA. Mr. Hammond was also integrated. The ef- 
fective date I don’t recall. 

Mr. Matruews. It was before he arrived here. 

Mr. QuinTANILLA. J think he was perhaps enroute. 

Mr. Matruews. Before he arrived here he was integrated.. Mr. 
‘Toomey’s was pretty close, too. 

Mr. QuINTANILLA. He waited several months before the effective 
date. 

Mr. Matruews. I don’t think our records indicate he was ante- 
grated at this post. 

Mr. QuinTANILLA. My payroll records do. 

Mr. Matruews. That’s fine. 

Mr. Mountain. Has the status of those people who have been 
integrated affected their employment here in the sense that they 
have been more or less available or his it had any impact on the 
use of these people at this post? 

Mr. Matruews. I wouldn’t say it had any effect at all. 

Mr. Mountarn. You mentioned the necessity for reclassifyin 
the job of one of these employees. Are you called to do the jo 
classification of each of your employees? 
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Mr. Marruews. As necessary, we review all job descriptions to 
keep them up to date to see that the duties are in keeping with the 
title of the job. 

Mr. Mountarn. Do you have to submit a review of them each 
year? 

Mr. Matruews. We do. 

Mr. Mountain. What time of the year is that due? 

Mr. Marrnews. It is due generally in December, I believe. 

Mr. Mounrat1n. Can you give us an estimate of how much work 
is involved in this job classification review ? 

Mr. Matruews. Job classification review requires quite a few 
man-hours if you want to write job descriptions and review all jobs. 
It requires a considerable number of man-hours. 

Mr. Mountrarn. Do you have any figures that would be roughly 
applicable to your experience at this post ? 

Mr. Matruews. My experience at this post is nil because I haven’t 
been involved in it here. 

Mr. Mountain. Mr. Barber, do you have any ideas on that matter? 

Mr. Barper. Let me think. In those evaluations and descriptions 
of positions that I was called upon to participate in or to write myself, 
or to review myself, I would estimate the amount of time to prepare 
one of those reports is 4 hourse, and to review one, 1 hour. 

Mr. Mounvratn. That sounds as though it would be carried out on 
an efficient basis. 

Mr. Barser. That would be concentrated, hard work. 

Mr. Mounrarn. It would not involve consultations between the 
reviewing officers and the personnel writing ? 

Mr. Barser. Yes, that would be in addition to this 4 plus 1 hour 
estimate that I made. 

Mr. Mountain. Isee. That would be a minimum figure, I presume. 

Mr. Barper. Of 1 person only, and the consulation sometimes would 
involve several different people, not just the second one, but perhaps 
as many as 4 people. 

Mr. Mountain. Is it your impression that this job classification 
business is a rather time-consuming and extensive operation 

Mr. Barser. It is, and it is the sort of problem that requires times 
to do it well, and do it honestly, and when you look at your fellow 
employees, you can’t be honest and sure of yourself in one of these 
reports unless you do spend hard, concentrated work in drawing up 
the report, so any officer or any employee with a sense of responsi- 
bility 1s going to take this as a very serious duty. 

Mr. Mountain. What administrative function does that job classi- 
fication process perform at the post level? What service does it 
perform for you ? 

Mr. Martruews. Job classifications, unless the job has changed sub- 
stantially we don’t review all classifications every year. Just as 
needed. To us, it gives us the right working title for the position 
if we find out by actual application of personnel in the position by 
them actually describing what the duties of this job are. It permits 
us to streamline our operations sometimes by combining jobs or elimi- 
nating jobs from persons because they are overworked, and diversify- 
ing the operation of the entire Embassy at times. Of course, there 
are jobs we set up with no previous precedent and we have to estab- 
lish new classifications, but bear in mind jobs are not reviewed every 
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year unless they change substantially. Then we write new descrip- 
tions. 

Mr. Mountarn. In the light of your earlier statements that you only 
have 80 percent of your staffing pattern on board at one time, how are 
your job classifications mes aningful ! ¢ 

Mr. Matrrurews. With people subbing in other jobs and robbing 
Peter to pay Paul, so to speak. In that sense, they are not very 
meaningful. 

Mr. Mounrtarn. Isn’t it a fact that what you have to do in spite of 
job classifications is to utilize the people who are on board to the best 
of advantage in terms of your workload rather than the classification ¢ 

Mr. Marrnews. To the fullest capacity, yes. 

Mr. Barser. I would like to add my agreement to that, and not in 
contradiction of what Mr. Matthews said a moment ago, but in clari- 
fication. It may be that on not every job description is rewritten 
or written freshly every year, they are reviewed once a year. For 
example, job description “A” ‘of a certain person doing typing work. 
It will not be changed at the end of the year. The job description 
will not be rewritten at the end of the year, but it will be reviewed to 
see if that description still accurately reflects what that certain person 
is doing. I am making now a distinction between writing a job 
description once a year and reviewing a job description once a year. 
jis 

Mr. Mountarn. I think we understand that if there were no changes 
in the duties and the job descriptions written earlier still applied, it 
would be only necessary to read it and make a carbon copy for later 
submission. We were trying to discover what functional use at the 
post level that particular process served in the light of statements here 
that. you have to use people to the best advantage you can when you 
are short handed. I would like to ask another question, Mr. Barber, 
or perhaps Mr. Matthews. 

Has it been your experience that replacements are sent out from 
Washington not only at the higher levels but at the intermediate and 
lower grades with their assignments prescribed? For example, the 
“A mbassador’s secretary” or “secretary to economic counselor” / 

Mr. Matrnews. They are sent out that way, yes. 

Mr. Mountain. Does this pose any administrative problem for you ? 

Mr. Matrnuews. Occasionally it does, because sometimes a secretary 
is sent out, for example, the labor attaché has a sec retary here now. 
The labor attaché is currently wearing two hats. He is serving as the 
Economic Counselor of the Embassy. Therefore, we are utilizing his 
secretary in the political section. She is very badly needed there and 
even if he were back in his labor job, we would probably have to use 
her. Probably one-quarter of her time would be in the political sec- 
tion. We have to, in the field, make these changes to more suit our 
local conditions, consistent with what they have sent us. 

Mr. Mountain. Do you encounter any morale problems in so doing? 

Mr. Marruews. Occasionally, yes. Girls will say I was to do this 
work and I get out here and find that Tam not. If you don’t overload 
them, just keep them working on the type of work they are accustomed 
to, they are generally pretty agreeable. They work overtime. Lots of 
the girls in the Embassy here, especially the Ambassador’s secretar y 
and the Chief of Mission’s secretary, have to stay overtime because by 
virtue of their positions the Ambassador or Chief of Mission is kept 
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late, by late visitors, and so forth, and they have to stay also. And 
we can’t always give them compensatory time off. 

Mr. Barner. | could add another example or two of this practice 
you were last inquiring about, in case you would need them or like 
them. 

Mr. Mountain. We would like to know what the impact of this 
system is, whether it is good or bad in terms of the post’s proplems. 
Mr, Marrirws. Nothing can fill the gap of lack of personnel, sy 
tem, or what have you. li you don’t have the bodies, nothing works 

in that line, 

My. Barner. We had a very welcome addition to our staff here in 
the case of Mr. Henry Hammond, who was assigned as labor attaché. 
A labor attaché has not been requested by this E mbassy. Nonethe- 
less, it was very welcome to have Mr. Hammond. Labor reporting had 
previously been done in the political section but it had, in the 2 
years to my knowledge, prior to the arrival of Mr. Hammond here, 
labor reporting had been somewhat neglected. After Mr. Hammond 
arrived and had sent in a number of reports on labor problems in this 
country, he was given assignments which he fulfilled very capably 
in the economic section of the Embassy, outside the field of labor 
relations. ‘Then, with the departure from this post of the economic 
counselor, for reasons of retirement sought by the man himself, and 
with the nonarrival of a replacement economic counselor, Mr. Ham- 
mond was given the assignment by the Ambassador to be acting 
economic counselor, or acting head of the economic section, dealing 
with a great variety of economic problems outside of the field of labor 
relations. Now that could illustrate perhaps two aspects of the same 
problem; namely, that a labor attaché was not asked for, yet one was 
assigned by W ashington. It reveals also what we think we have been 
successful in doing at this post in broadening and enlarging a man’s 
responsibility and reporting duties, because of the nature of the prob- 
lems that ery for action. The same could be said with respect to the 
assignment to this post of Mr. Toomey, who is assigned here as a vice 
consul and, as I recall, the assignment was specified in Washington 
that he should be in the consular section. He worked in the consular 
section for several months and then because of the departure and non- 
replacement of Mr. Bell in the economic section, Mr. Toomey was 
shifted by the Embassy from the consular section to the economic 
section. Subsequently, the State Department approved of that change. 

Mr. Marruews. The State Department has not approved of it yet. 
We just notified them that we had taken that action because of the fall- 
ing off of the number of visas granted in the Visa Section, and this 
4 to 1 has practically halted all travel to the States because people 
here are not buying dollars. We have made it a fait accompli. We 
have told them whs at we have done. 

Mr. Barser. There is a third example to my mind, a rather strik- 
ing example, and that is the case of Mr. George Varros, who was as- 
signed to this post by Washington with a specific assignment in— 

Mr. Marruews. Consular Section. 

Mr. Barser. In the Consular Section. Due to the departure with 
out replacement of a code clerk, Mr. Varros performed code duties 
after being cleared for security classification, and then—— 

Mr. Marruews. He also worked in here. 
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Mr. Barser. After a short time in the Administrative Section, 
he has been assigned to duties in the Economic Section on transpor- 
tation, communications, shipping, and aviation. 

Mr. Marruews. He is economic assistant, that is his title. 

Mr. Barer. In the case of Mr. Toomey and in the case of Mr. 
Varros, far from being a violation of good administrative practice 
and far from being a violation of departmental instructions as a 
fulfillment of another basic State Department policy, that is, rota- 
tion of junior officers from one kind of work to another for train- 
ing purposes and to improve their general value to the service. 

Mr. Mounrarn. I think those are very helpful and interesting ex- 
amples, Mr. Barber. 

It just occurs to me to ask whether in these several positions Mr. 
Varros was placed you had to write a new job description each 
time? 

Mr. Marruews. No. 

Mr. Mounratn. Why not? 

Mr. Marruews. The job description was written up for him to be 
economic assistant. It was written up there and stated in that job 
description that he has done this work in the past, but he wasn’t 
assigned full time to any of these jobs. He was assigned to the vice 
consul job and actually performed these other duties for a sufficient 
period of time to warrant writing it up. If a man is doing another 
job for a month or two you don’t write up a new description for that 
time if it is just temporary. 

Mr. Barser. If you would say Mr. Varros has performed three dif- 
ferent functions here, that would mean there were changes twice. 
To my knowledge, a comprehensive new job description was made to 
reflect 1 change, but not 2 different changes. 

Mr. Matruews. Because the others were so temporary in nature. 

Mr. Mounrarn. How long a period of time does a man have to 

carry out different duties before you regard it as requiring a new 
job classification ? 

Mr. Marruews. I would say 3 months and if you contemplated 
leaving him there you would immediately write up a new description. 

Mr. Cowes. Unless the individual is occupying a job that has 
formerly been classified and he is just coming into the position which 
already has a job classification. It applies more to the position than 
the individual. It is the slot that the individual fits into. 

Mr. Mountain. Do we understand that the job description belongs 
to the slot but if a given incumbent carries on less or more duties than 
that formal description calls for, there is no change needed ¢ 

Mr. Cow gs. No, no; if he carries on the duties that are described 
in a job description, there would be no new description necessary. 
However, if the assignment was changed to add duties or subtract, or 
change in some other way, then the job description for that position 
would be changed or reviewed or revised in accordance with the new 
duties. 

Mr. Mountarn. Thank you very much, gentlemen. I think we have 

covered the field and in view of what we have covered at the other 
posts, this has been most enlightening to the subcommittee. 

(Whereupon the subcommittee adjourned at 5:10 p. m.) 
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APPENDIX 


DEPARTMENT OF STATE, INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAM 


COLOMBIA 


Principal Officers: Philip W. Bonsal, American Ambassador; Frederick J. 
arcroft, public affairs officer; F. Taylor Peck, cultural affairs officer. 


AUTHORITY AND SCOPE 


The Department's educational exchange program with Colombia has been in 
operation since 1941. It is authorized under Public Law 355, 76th Congress, and 
is presently financed from dollar funds appropriated under authority of Public 
Law 402, 80th Congress, the Smith-Mundt Act. During the past 5 years 54 grants 
have been made to Colombians for study, teacher education, and specialized con- 
sultation in the United States. At the same time 23 grants were made to citizens 
of the United States for similar purposes in Colombia. 

From fiscal year 1955 funds, $55,529 has been obligated for grants to Colombians 
including 4 leaders and 2 specialists, and 5 students; and to 2 students from the 
United States. Thirty thousand one hundred sixty dollars has been provided for 
11 grants on the program for fiscal year 1956. 


NEED 


The problems inherent in the present situation may make difficulties for the 
operation of an adequate exchange program. However, Colombia is tremend- 
ously interested in a program and United States grants to Colombian nationals 
are now important due to the Colombian currency situation. It is especially de- 
sirable to offer grants under the educational exchange program to students and, 
in view of the revision of the system of public education there, to teachers. 

Plans are underway to utilize funds under P. L. 480, the Agricultural Trade 
Development and Assistance Act of 1954, to provide a Fulbright program in 
Colombia. 

In July, August, and September 1955 performances were given at Bogot& of 
Porgy and Bess and Ballet Theatre. Funds for this kind of cultural approach 
were provided by the President’s emergency fund for international affairs. 
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UNITED STATES TECHNICAL ASSISTANCE AND 
RELATED ACTIVITIES IN LATIN AMERICA 


FRIDAY, OCTOBER 28, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Mexico City, Mexico. 

The subcommittee met at 10:20 a. m. at the American Embassy, 
Mexico City, Mexico, Representative Porter Hardy, Jr. (chairman 
of the subcommittee), presiding. 

Present: Representatives Porter Hardy, Jr. (chairman), Jack 
brooks, Georgs Meader, and Victor Knox. 

Also present: Hon. Francis White, United States Ambassador to 
Mexico; William P. Snow, Deputy Chief of Mission and Minister 
Counselor; Elmer H. Bourgerie, economic counselor; Ben S. Stephan- 
sky, labor attaché; Richard Salvatierra, assistant public affairs officer ; 
Allen Haden, cultural affairs officer; Mrs. Ana M. Gomez, assistant 
agricultural attaché; Ancel Taylor, administrative officer; Melbourne 
L.. Spector, Deputy Director, United States Operations Mission; M. 
(Jarker Reed, executive officer: Carroll K. Shaw, Chief of Public Ad- 
ininistration Division; and Francis O’C. Fletcher, Captain USN, naval 
attaché, 


Subcommittee staff members present: Maurice J. Mountain, coun- 
sel; and Walton Woods, staff investigator. 

Ambassador Wurte. Mr. Chairman. 

Mr. Harpy. Mr. Ambassador it is very good to be here. 

As I understand it, you will give us a brief discussion of the political 
situation down here. If you will do that, we will be very grateful 
to you. 


STATEMENT OF HON. FRANCIS WHITE, UNITED STATES AMBAS- 
SADOR TO MEXICO; ACCOMPANIED BY WILLIAM P. SNOW, 
DEPUTY CHIEF OF MISSION AND MINISTER COUNSELOR; ELMER 
H. BOURGERIE, ECONOMIC COUNSELOR; BEN S. STEPHANSKY, 
LABOR ATTACHE; RICHARD SALVATIERRA, ASSISTANT PUBLIC 
AFFAIRS OFFICER ; ALLEN HADEN, CULTURAL AFFAIRS OFFICER; 
MRS. ANA M. GOMEZ, ASSISTANT AGRICULTURAL ATTACHE; 
ANCEL TAYLOR, ADMINISTRATIVE OFFICER; MELBOURNE L. 
SPECTOR, DEPUTY DIRECTOR, UNITED STATES OPERATIONS 
MISSION; M. CLARKER REED, EXECUTIVE OFFICER; CARROLL K. 
SHAW, CHIEF OF PUBLIC ADMINISTRATION DIVISION; AND 
FRANCIS 0’C. FLETCHER, CAPTAIN, UNITED STATES NAVY, 
NAVAL ATTACHE 


Ambassador Wnire. I shall be very happy to do so, Mr. Chairman. 
The event that has caused the greatest change in the feelings of 
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friendship and admiration for the United States on the part of most 
of the Mexican people is the work done by the armed services at Tam- 
pico. I think it might be interesting to you, first of all, to have a brief 
statement by Captain Fletcher, the naval attaché, who acted as Chief 
of Staff for Admiral] Miles in the early days of the Tampico operation, 
while Admiral Miles’ Chief of Staff was in Yucatan. He has firsthand 
knowledge of what was done. I will ask him to outline it briefly. 

Mr. Harpy. Fine, fine. 

Captain Fiercuer. I understand, Mr. Chairman, that you and your 
committee saw Admiral Miles in Panama yesterday and, undoubtedly, 
you are quite familiar with much of this operation, but if you will per- 
mit me, I will proceed as if no one was aware of what the Navy’s 
operation was. 

Mr. Harpy. We had very little discussion with Admiral Miles about 
it. He did give us a brief memo outlining certain statistics in connec- 
tion with the activity, but that’s all. 

(The memorandum referred to follows :) 


Swan ISLAND, BriTisH HONDURAS-YUCATAN, TAMPICO DISASTER 


A. Type service rendered : 


British Hon- 


Swan Island éures-Yuenten 


Tampico 


U.8. 8. Saipan, 


’ Sibonney, Ogle- 
U.8.S. Utena | U.8S.S. Antares thorpe, yh, 


Bassett 


Helicopter sorties 

R4Q sorties 

Personnel evacuation 

Personnel evacuation by hoist 

Food delivered by helicopters 

Food delivered by _ boxcars 

Food brought into area by R4Q and R4D, R5D-_.-- 
Food brought into area by ships. -.........-..----- 
a IB a Sh OR PS SS 
Medical teams to stricken areas 

6 LCM delivered food 

Inoculations by Navy : 

Inoculations by Mexicans. ...............-..--..-- 


— 
coupSSoucck¥eo 


dooetondoatnn 


1 Tons. 
3 Pounds. 


| 


B. Six hundred and forty-three thousand dollars have been spent to date on 
operation Amistad. My estimate of the total cost will be $5 million. This figure 
includes the cost of the 3,000 tons of corn, rice, and beans; the pay of the 3,500 
officers and enlisted men for the period they were on the scene; the oil and 
gasoline to run the ships and the planes, the many tents, cots, and blankets; 
the 4 galley ranges and the 6 water purification units. 

Captain Fiercuer. Yes, sir. 

As you undoubtedly know, sir, Tampico had taken quite a pounding 
from Hurricane Hilda in the first part of September and in the latter 
part of September it was Janet, I believe, which hit the coast of the 
Yucatan Peninsula, crossed the peninsula and dumped considerable 
water on Tampico. In addition to that, we had considerable unseason- 
able rains which added to the waters of the two principal rivers 
emptying into the sea at Tampico. The larger of the two rivers is 
the Panuco River. 
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Admiral Miles was in Belize; he had been designated as Disaster 
Relief Commander by COMCARIB. As you know, Admiral Miles is 
commandant of the 15th Naval District and also commander Panama 
sector of the Caribbean Sea Frontier. He had gone to Belize on the 
29th or 30th—I believe it was the 30th of September—and he was in 
Belize at the time we received the message that the Mexican Govern- 
ment, through diplomatic channels to the Navy, had requested assist- 
ance at Tampico. We were aware that the situation in Tampico was 
far graver than that which we had observed in Yucatan, where the 
town of Chetumal in Quintana Roo had been almost completely 
obliterated. A smaller town down the coast had suffered terrific 
damage, and Corazal in British Honduras. The situation seemed 
to be fairly well in hand. 

The admiral left part of his forces in Belize and kept Captain Clark 
as his chief of staff. In the meantime, the Saipan with Helicopter 
Squadron 1 was en route from Pensacola to the Yucatan Peninsula. 
The admiral diverted the Saipan to Tampico, and also the Bassett 
APD with boats aboard. He penne to Tampico on Saturday, the 
ist of October, arriving there about noon, and was met by the Governor 
of Tamaulipas; the mayor of Tampico, and numerous other prominent 
Mexicans and United States ane its. The Saipan arrived shortly 
afterward with HTU-1 on board with 14 helicopters, 12 HUP, and 2 
HTL helicopters. The Bassett arrived shortly thereafter, Saturday 
night, October 1. Radio equipment flown up from Panama head- 
quarters was established that night in the country club in Tampico, 
and on Sunday morning, the 2d ‘of Oc tober, rescue Speen began. 

The principal highlight, operationalwise, from the Navy point of 
view, was the outstanding performance of these young helicopter 
pilots from HTU-1. I am not an aviator but I “understand they 
operated 5 or 6 hours before servicing. These boys flew 10, 12, 14 
hours without stopping except to refuel. The per formance of the 
helicopters was equal to the gentlemen flying them. 

You couldn’t stop them. ‘They are not supposed to operate after 
dark but they would get back after dark. They would come back 2 
hours after dark with not enough gas to land on the carrier. They 
would only have enough to get to the golf course of the country club 
where we were operating. 

I mention this as an example of the attitude of the young men flying 
those helicopters. In addition to the helicopters of HTU 1 and their 
period of fine performance from the 2d of October through Sunday the 
9th or Monday the 10th, the Siboney arrived on Sunday the 9th, with 
Marine Air Group 36, With HRS helic opters. At that point, most 
of the rescue operations had been accomplished and the larger HRS 
helicopters were considerably more adaptable for the distribution 
of food and other supplies. On Monday, the 3d of October, Admiral 
Miles went with the Governor of Tamaulipas to Monterrey and at- 
tempted to establish a source of supply of Mexican food where the 
aircraft.of the Marine Air Group could procure supplies. 

MAW-2 had 17 aircraft in this operation, although all 17 were not 
functioning at one time. Their performance was equally excellent. 
It was a major operation. On the best day 160.8 tons were flown into 
Tampico. At the peak of their operation they had a turnaround time 
of 10 minutes from landing to takeoff. 
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The Oglethorpe, a Navy cargo vessel, was also employed, and sailed 
from Norfolk at approximately the same time as the Siboney, bring- 
ing down landing craft for rescue operations on the river and also food 
supplies. Then the Oglethorpe was sent back to New Orleans to bring 
down 2,200 tons of sacked corn. 

I am not going to attempt, sir, to highlight any of the local reaction 
other than to say it was wonderful, it was excellent. 

The Ambassador has some copies of photographs here which might 
be of interest to you and also a folder of some of the editorials. 

To continue with my presentation: The Fourth Army under DOD 
directive and the 14th Air Force were very much in the picture, with 
food and principally Red Cross supplies from the United States. 
However, as far as the Navy was concerned, it was merely a matter of 
coordination by Admiral Miles and everything worked smoothly. The 
United States Red Cross and the Mexican Red Cross were, of course, 
in the picture. The rescue operations appeared to be, or actually were, 
less urgent in the outlying country around Tampico. As the flood- 
waters rose in the city, which they did within 3 or 4 days (I believe the 
maximum level was reached on the 5th or 6th of October when it 
was at 5.786 meters above low level in that predominantly low-lying 
area), it became necessary to effect rescues within the town itself. 
There were thousands of people in the area evacuated from housetops 
and others who needed immediate medical care, as well as food. At one 
point the Panuco River changed course and the current in the streets 
was estimated from the air as 12, 13, or 14 knots. 

On the 6th or 7th, bluejackets from the Saipan, manned all available 
small craft in the town, and under the coordination of Captain Orosco, 
Chief of the Section 2 of the Navy Department of Mexico, special aide 
to Admiral Miles, these boats saved, I believe, 600 people on the 6th 
and 300 more on the 7th, working on the newly formed rivers in the 
streets of Tampico. May I add these figures are partially estimates 
from our situation report and oper: ations summar Vs and my own 
memory, and should not. be taken as precise, but they are reasonably 
accurate. Including the people rescued in the countryside and those 
rescued from the rooftops and other places in Tampico, the helicopters 
rescued approximately 6,000 persons, of whom over 2,000 were by hoist 

vacuation. They had to hoist them off the rooftops or out of trees. 
The figures on the provisions flown in—my figures don’t check with 
some of the figures I have seen elsewhere—are also rough. ‘There were 
approximately 940 tons of food flown in by air and 2,500 tons trans- 
ported by ship. MAW-2, the outfit that was making the major re- 
supply into Tampico, also was conducting airdrops to the strategic 
points around the countryside, such towns as El Higo, Tamuin, 
Tempoal, Platon, and Sanchez. There were numerous medical 
missions, United States Navy doctors as well as Mexican doctors and 
nurses; approximately 2 tons of medical equipment were distributed. 
As it became apparent that the flood crest had reached its peak, and as 
the water started to subside in the river in Tampico, field kitchens 
and water purification units were brought in, with armed services per- 
sonnel to instruct in the proper use of this equipment. In addition, 
the American and Mexican Red Cross set up distribution and feeding 
points within the city. The equipment originally ordered (I am not 
sure what was finally set up because I wasn’t there at the time) was 
adequate for five units, to accommodate 10,000 people each. 
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‘Fhe evacuation of the people from Tampico itself was to the country 
club golf course, where the headquarters were. As the people were 
evacuated, they were fed there. At first, they were fed © rations be- 
cause we did not have cooks and cooking units. In many other places 
we also were not providing hot food because the facilities did not 
exist, but toward the end they did. 

As I said, I am estimating some of the data to fill in the gaps in my 
information. I believe I have given you most of it. ‘The total sorties 
by helicopter were 1,446, which is remarkable, and the maximum 
average hours of flight in 1 day, on the 6th of October, for example, 
was 13.4 hours per pilot. The culmination of this operation as far 
as the Navy was concerned was on the 19th of this month (October) 
when Sefor Peon del Valle, Chief of Protocol of the Ministry of 
Foreign Relations, and Sefor Poiré Ruelas, Sub-Secretary of the 
Navy, and Acting Secretary of the Navy, in a ceremony in Tampico, 
presented Admiral Miles with the Mexican decoration, the Aztec 
Kagle. 

Admiral Miles’ purpose was to withdraw from Tampico as soon as 
it was appropriate and could be tactfully done when he felt that his 
services were no longer required and he could withdraw without any- 
body feeling that he was leaving too quickly, but still not to overstay 
our welcome. Accordingly, he left Tampico early on the morning of 
the 20th of October, leaving his chief of staff Captain Clark, one of the 
aircraft carriers, and the Oglethorpe there, because the Oglethorpe 
had not yet completely unloaded the corn from New Orleans. On the 
22d of October, after unloading the corn and recovering the boats and 
effecting rollup of the operation, the Oglethorpe and the remaining 
aircraft left. 

Mr. Mraper. It continued for about 3 weeks / 

Captain Fiercier. Yes, sir. 

Mr. Harpy. The memorandum from Admiral Miles has been made 
a part of the record. He has some figures you did not mention. 

Captain Frercner. Knowing you had those, I didn’t want to read 
a dry list of statistics. 

Mr. Harpy. Captain, it has been a very interesting presentation, 
I would like, Mr. Ambassador, to have you give us an appraisal of 
the effects of that operation on our relations with the Mexican 
people. 

Ambassador Wurre. The effect on them has been extraordinary. 
The press has been excellent with wonderful editorials from almost 
the very beginning. After the first week they were just overwhelming. 
We have had demonstrations of it from people all over the country. 
There have been letters to us and to our consuls. The Lions Club 
gave a luncheon of 500 for my wife and me last week to express 
their gratitude for what had been done. The day before yesterday 
the Alpine Club presented a decoration to go to the flag of the 
Saipan. Since it was not here, we accepted the decoration and sent it 
to Washington to be forwarded to the Sazpan. 

The public reaction has been wonderful. I hear it from all sourees— 
from many Mexicans, and from Americans who have been here a 
long time. The reaction couldn’t have been better. 

The Government also expressed its appreciation. Only two nights 
ago the President again expressed to me his gratitude for what we 
have done. 
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Mr. Harpy. That’s very, very fine. I’m awfully glad we had this 
opportunity to get this evaluation of this Tampico operation. 

Ambassador W HITE. It has been the greatest thing in years in bet- 
tering relations. The people in Tampico also said, “God bless the 
United States Navy and the helicopter pilots.” 

They have been the heroes throughout, working as the captain said 
for 13 hours a day, with something like 88 night sorties when they 
weren’t supposed to fly after dark but did it and rescued a great 
many people. 

I went with the admiral when he was decorated on the 19th. You 
can see the spontaneousness and the sincerity of the people in their 
gratitude for what was done. 

Mr. Harpy. That certainly is fine. I wonder if it might be appro- 
priate to inquire from the Information Service representatives leas 
whether or not there are any special problems down here confronting 
the Information Service ? 

Mr. Satvaterrra. My name is Richard Salvateirra, assistant public 
affairs officer. The public affairs officer, Mr. Orville Anderson, is 
in the United States on leave. 

I would not say that we have any unusual problems, any that would 
not be normally expected in a country where we have decided we 
have to have an information and education exchange program. 

Mr. Harpy. How much activity, countrywide, do you have in 
Mexico? Do you have information centers in a number of places! 

Mr. Satvarerrra. Yes, sir. If you wish, I can take a couple of 
minutes to give you a very general picture of our program. 

We have, of course, our principal office here in Mexico City and we 
have regional offices headed by one American in Monterrey and also 
in Guadalajara. You mentioned the binational centers. We have a 
very large binational center here in Mexico City which has, for ex- 
ample, approximately 4,000 students enrolled in the English classes. 
We have a binational center also in Guadalajara and recently have 
established others in other small communities in Mexico. 

Mr. Harpy. To what extent are we responsible for the operation of 
these binational centers ? 

Mr. Satvaterrra. I would rather have Mr. Haden, the cultural 
affairs attaché, speak to you on that phase of it. 

Mr. Haven. My name is Alan Haden. During the past year we 
have organized six smaller binational centers. 

Mr. Harpy. The thing I was trying to get at the moment was how 
they are operated. The extent to which we participate in the opera- 
tion of them. 

Mr. Hapen. In Mexico City, and Guadalajara we maintain Ameri- 
cans on grant from the United States Information Service. 

In smaller places the amount of financial support is quite limited. 
It consists of around $700, on the average, per institute, per center. 
This amount of money is allocated to the institutes, mainly as a draw- 
ing account for books, English language teaching material, and 
American music. 

Mr. Harpy. We don’t pay the personnel in any of those places? 

Mr. Hapen. No, except in certain cases where the agency makes a 
specific nonrecurring grant to supplement the salary of the director. 
That has been done in the case of San Luis Potosi, where it looked as if 
the institute might go under because of its financial difficulties, and the 
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agency made a grant for the supplementation of the director’s salary. 
He isan American. 

Mr. Harpy. What about the larger centers ¢ 

Mr. Hapen. In the larger centers there are three Americans here 
who are on grants, so-called, equivalent to salaries. They are for 2 
years each. 

In Guadalajara we maintain one American on a full grant from the 
agency and a partial — to another. 

Mr. Harpy. How about the local employees ¢ 

Mr. Haven. They are paid by the center itself, not by the agency. 

Mr. Harpy. Paid by the center? It gets it funds from the Mexican 
Government ? 

Mr. Hapen. No, sir; it gets it funds from the fees paid for the teach- 
ing of English. 

Mr. Harpy. Are those fees adequate to take care of some of the cost ¢ 

Mr. Haven. Sometimes; sometimes not. 

Mr. Harpy. Suppose they are not, who makes up the deficit? 

Mr. Haven. In these three cases it has been made up by Mexicans 
and Americans contributing voluntarily to the capital requirement of 
the institute. 

Mr. Harpy. Doesn’t it come from governmental funds, either Amer- 
ican or Mexican ? 

Mr. Haven. In some cases they are. We make provisions in our 
own budget for materials to each of them, but not for salaries. 

Mr. Harpy. Mr. Haden, what is the extent of your administrative 
personnel in your total USIS operations? 

Mr. Haven. We have 1 American and 1 local who work on adminis- 
trative matters, and they, of course, work very closely with the Em- 
bassy’s administrative office, which is responsible for supporting our 
operation. 

Mr. Harpy. Well, now, the figures we have indicate that in Mexico 
City there is a total of 18 United States personnel. 

Mr. Haven. Eighteen Americans? 

Mr. Harpy. That’s right. 

Mr. Haven. Actually there are 19, and we are scheduled to get 1 
more, a labor information officer, but he hasn’t arrived yet. 

Mr. Harpy. A labor information officer ? 

Mr. Hapen. Yes, sir. 

Mr. Harpy. What’s he going to do? 

Mr. Haven. Well, sir, one of our priority audiences in Mexico is 
labor, as it is in many countries. We have for some time recognized 
the need for an individual who would be a specialist not only in the 
matter of, media in press, let’s say, or publications work or some other 
phase of the general information activity, but an individual who also 
had a good background in labor, labor development in the United 
States, and an understanding of labor development in a country like 
Mexico, preferably. We have felt that we needed an individual like 
that to bolster our overall information effort. 

Mr. Harpy. Would his functions be primarily the preparation of 
copy for various informational media? 

Mr. Haven. That would be part of it; yes, sir. We have for ex- 
ample, a monthly labor publication which we distribute to leaders, 
principally, in the Mexican labor movement. At the moment we have 
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1 American and 1 local writing that publication and they receive 
very good backstopping from Mr. Stephansky, the labor attaché. 
Another reason why we hope to get a labor information officer is that 
Mr. Stephansky will be leaving very soon and we will be left without 
that kind of support. 

Mr. Harpy. Mr. Stephansky is the labor attaché to the Information 
Service ? 

Mr. Hapen. No, sir; he is the Embassy labor attaché. 

Mr. Harpy. The question in my mind is the extent to which a labor 
man on your staff will duplicate the functions of the labor attaché 
of the Embassy. 

Mr. Haven. The Embassy man has normally very little to do with 
our operation, and I assume that in most cases in the absence of the 
labor information officer he will function in sort of an advisory 
capacity. 

Mr. Harpy. To return, you say you have 20 authorized positions for 
American personnel ? 

Mr. Hanen. Yes, sir. 

Mr. Harpy. And they are entirely administrative? 

Mr. Hapven. No, sir; that includes people who are doing substantive 
work beginning with the public affairs officer and going on down 
through the other individuals. 

Mr. Harpy. Does it also include these few people that are employed 
in these cultural centers? 

Mr. Haven. No, sir. 

Mr. Harpy. They are in addition ? 

Mr. Haven. Yes, they are separate. 

Mr. Harpy. What is your total United States personnel ? 

Mr. Haven. Total Americans right now would be 19, plus 3 grantees 
at the Bi-National Center, and 1 grantee in Guadalajara. Are you 
interested in locals also, sir? 

Mr. Harpy. We have figures on locals. I am primarily concerned 
with United States personnel. Do you feel that you have a staff that 
is adequate in handling this job of Information Service activities 
in Mexico? 

Mr. Haven. I would say that if we ever get this labor information 
officer, we will have; yes, sir. 

Mr. Harpy. You keep your information activities closely coordi- 
nated with the Embassy ? 

Mr. Haven. Yes, sir, completely coordinated with the regular Em- 
bassy functions and, of course, with the ICA program which we are 
responsible for supporting on the information side. 

Mr. Harpy. Just one other brief question. I understood a moment 
ago that in connection with some of the United States personnel em- 
ployed in these cultural centers there is a one-time grant to supple- 
ment their salaries. 

Mr. Hapen. Yes, sir. 

Mr. Harpy. Do we understand that is not a recurring contribution ? 

Mr. Haven. Those grants are always made on a nonrecurring basis. 

Mr. Harpy. But don’t you include them in your budget year after 
year? 

Mr. Haven. No, sir, we try not to. 

Mr. Harpy. How often do you succeed in that effort ! 

Mr. Haven. In what? 
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Mr. Harpy. Tonot include them. How often do you have to request 
a repeat performance ? 

Mr. Haven. The experience we are getting in the establishment of 
these new centers would seem to indicate— 

Mr. Harpy. Can you be specific? After you have had that one shot, 
have had you to request that it be done for a second shot ? 

Mr. Hapen. In the case of Guadalajara. 

Mr. Harpy. Only once? 

Mr. Hapen. In my experience; yes, sir. 

Mr. Harpy. What about the third year? 

Mr. Haven. That hasn’t come up yet. 

Mr. Harpy. What do you anticipate? 

Mr. Hapen. I anticipate he is likely to be put on a regular grant 
from the agency. 

Mr. Harpy. So instead of a one-shot proposition it will be a con- 
tinuing proposition ¢ 

Mr. Haven. It will be permanent. 

Mr. Harpy. So our one-shot deal is a little misleading. 

Mr. Hapen. It is misleading in that sense. 

Mr. Harpy. Thank you very much, sir. 

Mr. Meaper. You started off with the Ambassador giving us a brief 
statement about the political situation, and immediately turned it over 
to the captain who gave us a very excellent account of Tampico. I 
would like to hear a little more about the general situation here in 
Mexico and any problems that we have here. 

Ambassador Wuirter. I'll be glad to give that to you, Mr. Congress- 
man. 

Mr. Meaper. Thank you, sir. 

Ambassador Wuire. Naturally in a country that neighbors on us 
with a 2,000-mile frontier as we have, there are a great many prob- 
lems, recurring problems. I think I can say that we have most of them 
now pretty much in hand and being settled. Some have been settled. 
The most difficult one after I got here, in April 1953, was the Bracero 
problem. We had a long and difficult negotiation from October 1953 
until March 10, 1954, to renew that agreement. The agreement was 
renewed on the 10th of March and it is in effect until the 31st of Decem- 
ber this year. 

As you gentlemen know, the Congress authorized the extension of 
that agreement for a further 31% years which would take it until 
June 30, 1959, and I am now having discussions with the foreign 
office for the renewal of that agreement. I can say this, that the 
ugreement since March 1954 has been very successful. Our aim 
throughout was to have as many of the migrant workers that come 
into the United States come in on a legal basis with a contract that 
gives them a juridical persons ality in the United States. Those who 
come in illegally are outlaws. They can be picked up at any time, 
arrested for illegal entry and sent to che and deported, or deported 
immediately. 

Mr. Meaper. Incidentally, another subcommittee of this Govern- 
ment Operations Committee has been holding hearings on the Immi- 
gration and Naturalization Service. General Swing testified before 
that committee that his patrol apomntnes had about stopped the so- 

called wetbacks from coming into the United States. 
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Ambassador Wurre. I think that is true and also the agreement, be- 

‘ause there is the great advantage to both the worker and the employer 
in having him come in legally. The worker is protected, his rights 
under the contract, wages, et cetera, are guaranteed by the United 
States Government. If the emplover doesn’t pay him, the Govern- 
ment does and then goes after the employer. Of course, if he doesn’t 
come across he is on the blacklist and can’t get any more migrant 
laborers. 

It’s an advantage to the employer too because he knows he is not 
going to lose part of his labor force in the middle of the crop season 
if the Immigration Service picks them up and takes them out of the 
country. In 1953 in the lower Rio Grande Valley—I haven’t seen 
the figures for some time but they are accurate enough to give you 
the picture—about 1,800 legal entrants came in to work the farms 
in that area. In 1954, after the agreement was in effect, it went up 
to well over 50,000. That shows the effectiveness of the program. 

In other words, there had been just as many employed before but 
they were largely illegal entrants and, with the agreement working 
properly, the great majority were legal entrants so it has been satis 
factory from the point of view of both Governments. 

Mr. Meaper. Incidentally, it might be interesting to note that 
this legislation was before Congress at the time the Puerto Ricans 
shot five Members of the House of Representatives. 

Ambassador Wutre. Is that so? 

Mr. Brooks. Yes, sir. It sure is. 

Mr. Meaper. I had one other question, Mr. Ambassador. I have 
heard somewhere that at one time the Embassy in Mexico City was 
the largest in the world in point of view of personnel. I think there 
has been a considerable reduction in the size of the Embassy here. Do 
you have those figures in mind ¢ 

Ambassador Wurre. I don’t think we can claim to be more than 
second. I think Paris is ahead of us. Altogether the last time I 
counted up there were about 392 on the Government payroll here in 
Mexico. Some of these were not connected with the Embassy, for 
instance, the Foot and Mouth Disease Commission. The total right 
now is 246 Americans and 185 locals, that is broken down as follows: 
In the Embassy, 126 Americans and 66 locals; USIA, 18 here—Mr. 
Salvatierra just said it was 19; and 77 locals. The ICA, 36 Ameri- 

vans and 30 locals; the Office of the Treasury Representative, 4 Amer- 
icans; Immigration and Naturalization, 3 Americans and 1 local: 
Foreign Agriculture Service, 4 Americans, 2 locals; Office of the 
Naval Attaché, 9 Americans and 3 locals; Office of the Army 
Attaché, 8 

Mr. Harpy. We have these figures in the books, so we can just put 
them in the record. 

Ambassador Wuire. Fine, fine. 

Mr. Mraper. Wasn’t there a time when the Embassy was far larger 
than it is now? 

Ambassador Wuirr. During the war; yes. 

Mr. Mraper. Did it get up to 1,200% 

Mr. Bourcerte. I was not here during the war but I have seen old 
organizational charts and, of course, duri ing those years the staff was 
very large, particularly in economic work, because of the need for 
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administration of many of the wartime controls, and also in special 
activities which were carried on during the war years here in Mexico. 
The numbers have been greatly and progressively reduced in recent 
years. 

Mr. Meapver. Thank you. 

Mr. Brooks. Mr. Ambassador, do you have every indication that 
we can continue this bracero program to the satisfaction of the Gov- 
ernment here in Mexico as well as those people in the United States ? 

Ambassador Wuire. Yes; I think that they realize as much as we 
do the benefit that the program has shown, especially in Increasing 
the legal entries and decreasing the illegal entries, because there is 
where the complaints came of abuses of labor, underpaying them, 
and whatnot; also the ones who were outlaws and had no protection. 
These people come in legally and have the protection of their contract 
as well as the agreement upon which the contract is based. 

Mr. Brooks. Have you made some progress in simplyifying the 
method by which these contracts are arrived at ? 

Ambassador Wuirr. They tried to do that, tried to cut down the 
paperwork very considerably but. they couldn’t do it to any extent 
because the Mexicans wanted a copy of it, our Immigration Service 
wanted a copy of it, and the Labor Department that administers 
the program did, and the employer. I think they did agree that 
Labor and Immigration should share one copy in the reception center 
on the United States side of the border. It didn’t cut it down 
appreciably. 

Mr. Brooks. One further a I wondered, sir, have you 
found that the cooperation here in Mexico on this foot-and-mouth 
disease program has been good ? 

Ambassador Wuirr. The outbreak that occurred in May 1953 has 
been completely eradicated. That doesn’t mean there weren’t head- 
aches doing it. There were plenty of them but the disease was 
stamped out and there is none in the country as of today. 

Mr. Brooks. Was there any favorable reaction in Mexico when they 
finally worked out the elimination of the embargo, rather, the pre- 
venting of the shipment of cattle from Mexico to ‘the U nited States / 

Ambassador Wurre. Yes. When the border was opened, which was 
the Ist of January this year, it was a great help to Mexico because 
the market for most of the cattle in the northern States of Mexico 
is in the United States. Perhaps Mrs. Gomez knows the number of 
head that go across every year. 

Mrs. Gomez. About 200,000 head each year. 

Mr. Brooxs. That trade with the United States made a good im- 
pression throughout the Mexican Government. Has it been beneficial ? 

Mrs. Gomez. It was a recognition that first of all the disease did not 
exist and second it was another form of dollar exchange, which is a 
very pressing matter for the Mexican Government. Their trade bal- 
ance with the United States is very unfavorable to Mexico. They 
buy much more from us than they sell. Their balance of payments 
is now about equalized and anything we can buy from them helps to 
eliminate the imbalance. 

The balance in trade is made up by tourist payments and the re- 
mittances of the migrant workers. That comes to a very substantial 
amount every year and, of course, their biggest source of exchange is 
the tourist trade. That's their biggest industry, really. They get 
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more dollars from the tourist trade than from any other one single 
thing, from their exports of cotton or coffee or anything else. 

Mr. Brooxs. Do you feel that the opening of the border for cattle 
sales has been an important factor in helping to bring about a balance 
in their foreign exchange / 

Mrs. Gomez. To sell 200,000 head of cattle that you couldn’t sell be- 
fore? I don’t know what they bring per head, but it’s appreciable. 

Mr. Brooks. Thank you, ma’am. 

Ambassador Wuire. Mr. Chairman, I have a note here saying there 
is hot coffee for you gentlemen in the adjoining office. 

Mr. Harpy. It might be a good idea at that to take a few minutes 
break and when we come back I would like to return to this question 
of personnel. We've got a few questions we would like to raise in 
connection with the Embassy personnel, and then go into the ICA 
personnel picture. 

Ambassador Wuite. Right. 

Mr. Harpy. Fine. 

(A short recess was taken. ) 

(During recess Mrs. Gomez gave the following information to the 
reporter :) 

Two hundred and six thousand eight hundred and sixteen head of cattle were 
shipped to the United States from January 1, when the border was opened, until 
approximately the 1st of October 1955. Previously she had testified 200,000 head 
of cattle annually were shipped, which was incorrect. The dollar value of these 
cattle was $6,838,408, and the value in Mexican pesos was 85,480,101. 

Mr. Harpy. Mr. Ambassador, in connection with the personnel as 
listed a while ago, I notice that on the Embassy stat! there are 126 
Americans assigned. You might want your administrative man to 
answer this question. One of “the problems that we have been con- 
cerned with has been the staffing pattern in the embassies and par- 
ticularly the man-in-motion problem as it affects the staffing pattern. 
I wonder whether that 126 represents the total number of. positions 
in the Embassy or the number currently on board ? 

Ambassador Wnuire. Mr. Taylor, would you answer that? 

Mr. Taytor. My name is Ancel Taylor, sececiaredine officer. Of 
the 126 positions authorized, 123 are filled with people on board now, 
which means that there are 3 positions not filled but the personnel 
have been designated by the Department in Washington. 

Mr. Harpy. Actually 123 on board ? 

Mr. Taytor. That’s right. 

Mr. Harpy. And three more designated ? 

Mr. Taytor. That's right. 

Mr. Harpy. So you have a full complement ? 

Mr. Taytor. Well, we will when they arrive. 

Mr. Snow. That’s the best shape we have ever been in. 

Mr. Harpy. That is mighty good shape. 

Mr. Taytor. I don’t have the exact figures month by month in the 
past, but on the average we have had 3 or 4 positions vacant all the 
time. Most of these positions are vacant 2 months at a time. We 
have 1 position that was vacant for 4 months, 3 others vacant for 3 
months, 3 others vacant for 2 months, and 2 vacant for 1 month. 

Those are samplings, not all of the cases. 

Mr. Mounrain. Could we be sure, Mr. Taylor, that you are using 
the personnel on board as being physically present? 
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Mr. Taytor. I do. 

Mr. Snow. Not counting the people on leave. 

Mr. Mountain. This is the point we would like to have clear. 
Whether you include in the on-board figures those people who are 
on home leave. 

Mr. Taytor. Those are not included in these figures I have just 
given you. 

Mr. Mountain. But those people who are on home leave would 
be included ¢ 

Mr. Snow. Are you sure about that ? 

Mr. Taytor. The positions I have indicated as being vacant are 

vacant because the people—their successors—have not arrived. 

Mr. Snow. The home-leave people are not subtracted from this 
figure. 

Mr. Mowunrain. That is what we would like to have clear. We 
want to know in terms of your day-to-day operations how many 
bodies you have here on the job as compared to how many slots you 
have authorized in your staffing pattern. 

Mr. Taytor. The figures would ch: ange if we take home leave into 
consideration. 

Mr. Mounrarn. In order to have our records comparable in terms 
of our studies with other agencies, could we have those figures sub- 
mitted later? 

Mr. aTesM Yes, sir; we can show—— 

Mr. Snow. Mr. Mountain, is home leave the only item you want to 
consider here? We have people in the hospital here locally. 

Mr. Mountain. Well, sir, the problem we are trying to get at is the 
man-in-motion problem. I believe that hospit: alization, local leave, 


and that sort of loss of personnel is a common problem with every 
agency, but this man-in-motion problem is somewhat unique to the 
Department and the Foreign Service. It is that problem we are 
trying to isolate and identify. 

Do you have, Mr. Tay lor, any estimate, not only on leave but also 
on time in transit between posts which would be another form of 
loss of your personnel? You might have personnel a, to you 


but they may be 2 months or more in transit and your staffing pattern 
might show them on board, yet they are not available for duty and 
to carry your workload. Any of those people should be included in 
your listing. We are trying to get an approximate percentage figure 
of how much of your staffing pattern is available for duty to carry 
your workload. 

Mr. Taytor. Taking into consideration home leave? 

Mr. Mounratn. Home leave or in transit. For example, you have 
these three people currently assigned to you. 

Mr. Tayvor. They are in transit, on the way. They may be taking 
home leave from a previous post. 

Mr. Mounrarn. But they are charged to you; are they not? 

Mr. Taytor. They are: already charged. 

Mr. Mountain. Charged to your allotment by the regional bureau’s 
chart? 

Mr. Snow. That’s right. 

From a strictly ope rating point of view, and including absences 
for local reasons, a study I made of my last post showed we never 
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had more than 80 percent of our complement present over a period 
of time. 

Mr. Harpy. Did you have taken out of that your local leave, too? 

Mr. Snow. Yes, sir. 

Mr. Harpy. Local and sick leave is a problem that every agency 
has which is not concerned with the extended home leave and the 
Jength of travel involved in the Foreign Service. 

Mr. Snow. Transfers; yes. 

Mr. Harpy. And that’s the thing we are trying to separate, so that 
you have to take the normal local and sick leave into account as though 
they were on board because that is just one of those unavoidable 
things. 

Mr. Mountain. Mr. Chairman, I do not believe that Mr. Taylor, or 
his associates, have a rough figure at this time. Perhaps it would be 
hest to ask them to submit data for our record later. 

Mr. Harpy. Yes; if they will. 

Mr. Mountain. Might we also ask you, Mr. Taylor, for a state- 
ment of local leave not taken by your American employees? In some 
posts we have found local leave was not taken because they were short- 
handed for bodies on board and this figure might give us some indi- 
cation of the relationship of your personnel on board to the workload 
you are handling. 

(The information requested follows :) 

THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
AMERICAN EMBASBY, 
Mexico, D. F., November 8, 1955. 
Mr. MAURIcE MOUNTAIN, 
Staff Director, Subcommittee on International Operations, 
House Committee on Government Operations, 
House of Representatives. 

DerAR Mk. MOUNTAIN: As you requested when you were here last week, I have 
had our records examined and have bad calculated the number of man-year 
positions in our authorized complement which have been left vacant in the past 
12 months when personnel have been transferred away from Mexico City as 
well as when they have been absent on home leave but have returned to this 
post. ead AE ! As 

From November 1, 1954, to October 31, 1955, 15 persons vacated their positions 
either for direct transfer or for home leave and transfer. The successors of 
these 15 did not arrive in Mexico City for duty for a total of 876 workdays 
later. Seven persons departed on home leave and returned, leaving their posi- 
tions unoccupied for a total of 327 workdays. ‘Thus, in the 12-month period, 
we lost a total of 1,208 workdays or 4.64 man-workdays. 

You also inquired as to the Wriston program. Fourteen officers have been 
integrated in Mexico and there are five cases now pending in the Embassy. The 
Embassy has not been advised of the reason in these five cases pending. 

Sincerely yours, 
ANCEL N. TAYLOR, 


Administrative Officer 
(For the Ambassador), 

Mr. Taytor. At the end of calendar 1954 our American employees 
lost a total of 1,713 hours, which is equivalent to 252 days of local 
leave. That was lost by 48 people. 

Mr. Mounvrarn. Over a 1-year period ? 

Mr. Taytor. At the end of the calendar year 1954, yes. 

Mr. Mountatn. For calendar 1954? 

Mr. Taytor. Yes, sir. 

Mr. Harpy. I wonder if we might pursue this same subject with 


the ICA people? 
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Mr. Srecror. Yes, sir. 

Mr. Harpy. What is your percentage situation as compared—l 
believe we have a figure here for your number on board, showing 36 
Americans full time on contract. 

Mr. Spector. Yes, sir. 

Mr. Harpy. Let’s see if we can break that down. How many are 
full time and how many under contract ? 

Mr. Spector. Well, that varies. First let me give you the people 
we have full time, because that is our constant, you see. 

Our full-time people, Americans paid by direct—and you know 
this old problem of program versus administrative funds—we have 
a total of 25 people paid from program funds. 

In addition, we have 4 people paid from administrative funds, 
so that would be a total of 29. Would you like those broken down, 
sir, between those hired by ICA and those hired by USGS and Bureau 
of Mines? 

Mr. Harpy. Are they all included under your program ¢ 

Mr. Srecror. Yes, sir. In addition to that we have a fluctuating 
figure of people under contract. 

For instance, our Columbia Teachers project. We have five con- 
tracts with American public institutions. The Columbia Teachers 
project will vary from 2 to 7 people, month by month, as the needs 
of the program dictate down here, so actually as of June 30 we had 
16 people on American contract, which of course would give you a 
total of all Americans, one way or the other, of 45. 

Mr. Harpy. Do you have any breakdown of the man-year cost on 
these education contracts ? 

Mr. Spector. No, sir; we are working that up. Part of our problem 
is that our books aren’t kept here on the backstopping cost. Those 
are kept in Washington. 

To give you a true picture we would need the backstopping cost 
paid to the institutions in the United States, which are Columbia 
Teachers College, University of Pennsylvania, the Armour Founda- 
tion, Texas A. and M., and University of Michigan. 

Mr. Mraprr. What is the University of Michigan project? 

Mr. Specror. We are very proud of that, sir. It is one of our best— 
it is a showcase. 

Mr. Harpy. He was hoping you’d say that. 

Mr. Spector. I knew he was hoping I’d say that. 

Of course, I’m trying to angle Texas A. and M. on Mr. Brooks. 

Mr. Harpy. He’s interested in Texas University rather than Texas 
A. and M. 

Mr. Srecror. The Mexican Road Association down here, together 
with the Ministry of Communications, wanted to set up a school that 
would teach operators and mechanics how to handle heavy construc- 
tion equipment and agricultural equipment. We also worked on it 
with representatives of American companies like International Har- 
vester, Allis-Chalmers, General Motors, and so on. 

They are helping us in our project. This is a perfect example of a 
private institution working with private American businessmen for 
what we think is in the interest of all of us, the Mexicans and Ameri- 
can business. 

Mr. Harpy. Just what part does your agency play in that setup? 
You got it started. Now what do you have to do with it? 
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Mr. Spector. Very little. We organized the thing; we got it 
started ; and there are relationships that always come up with private 
Mexican institutions and the Government that are within our special 
knowledge, working with the Ambassador, the political section and 
the economic section where we have to get into it. 

For example, we had one man—I am sorry to say this—we had one 
man who just didn’t work out. 

Mr. Harpy. What are we spending $102,000 in that for? You’ve 
got the setup; it is operating between the Mexican Government and 
private agencies. 

_ Mr. Spector. Well, sir, that $102,000 is just as a kickoff. That 
is 

Mr. Harpy. That is a mighty big kickoff. 

Mr. Srecror. Yes, sir. That is to pay for the backstop expenses of 
the two college men that are here from the University of Michigan 
helping advise, and consulting with the director of the school. 

Mr. Harpy. So it costs another $50,000 each for those men? 

Mr. Srecror. No, sir. We understand 

Mr. Harpy. You ought to have a bangup good project paying 
350,000 a man to the University of Michigan. 

Mr. Speecror. All we have paid out of that contract so far is around 
$30,000. We think we are going to turn some money back at the end 
of the year, because we are down to one man and we bring down 
short-term consultants. We have had down the past president of the 
American Society of Welding Engineers for 6 weeks to get the welding 
course started. We think we'll turn back a good deal of the total 
by the end of the time. 

We don’t know whether the Mexicans will want the contract ex- 
tended, but if they do, we won’t need any more money for that contract. 
We'll use the same money. 

Mr. Harpy. That’s good news. 

Mr. Mountatn. Mr. Spector, you mentioned a contract with Colum- 
bia University Teachers College? For how many months has this 
been running now ? 

Mr. Reep. The contract was initiated the first of January 1955. 
The first members of the mission didn’t get here until the latter part 
of March. The term of the contract is 2 years. We believe at the 
present time that it may be necessary to extend that beyond the 
original term of the contract. 

Mr. Mountain. We have a submission from your agency in Wash- 
ington which gives the effective dates of these various contracts, and 
we notice that there is no effective date given for this particular 
contract. 

(See appendix, exhibit A, p. 661, data on United States Operations 
Mission. ) 

Mr. Reep. There is, in the contract, sir. 

Mr. Mounrarn. There is. 

Mr. Reep. Yes, sir. 

Mr. Mounrarn. And the effective date is? 

Mr. Reep. The effective date is January 10, 1955. 

Mr. Mountain. When was that contract signed ? 

Mr. Reep. January 7, 1955. I believe you have a table in your port- 
folio that gives the detailed information there. It is called Statement 
of Technical Cooperation Contracts Operating in Mexico as of June 
50, 1955. 
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Now this table will give you a very brief description of the con- 
tract, what it is supposed to do, and under “Remarks” it gives some 
idea of what Mexico is contributing to the operation of the program. 

Mr. Mountain. Just as a matter of curiosity, Washington, as of 
May 27, 1955, apparently, didn’t know the contract was in existence. 

Mr. Reep. I am not surprised at that. 

Mr. Mountain. Mr. Spector, under your education program we 
notice there is a considerable amount of unliquidated obligations as of 
June 30, 1955. According to a submission from your Washington 
office you had, on June 30, $326,500 of unliquidated obligations under 
a program whose cumulative obligations on that date had been 
$369,400. 

In other words, almost all of the program had been apparently 
delayed. Can you explain this to us? 

(The document referred to follows :) 
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Mr. Sprcror. Yes, sir; as you probably know, the theory from 
Washington on university contracts was that we would not be able 
to get universities or colleges to contract with us on a year-by-year 
basis because they had to plan their schedules, and they have to get 
their money in advance from their boards of trustees and so on. 
Therefore the large balance you have in that particular activity is 
money set. aside to pay, in the future, for the Columbia teachers con- 
tract and for the rest of the University of Michigan. Isn’t Michigan 
in education, too? 

Mr. Rerep. Yes. 

Mr. Specror. Is it any other? Executive? 

Mr. Reep. No, sir. 

Mr. Srecror. May I bring up one other thing. Through all of 
these programs we have trainees. We don’t have training broken 
down separately. I have a chart to show you how much that is of the 
total. It is about one-third. We don’t get back from Washington, 
except after 6 to 9 months, what the cost is in the United States to 
pay those trainees’ expenses, and that is always probably a part of the 
unliquidated obligations. 

The same thing is true, sir, on contract costs. It is largely a matter 
of bookkeeping because the backstopping—such as the salaries paid, 
of course, in the United States, and the contractors, get reimbursed 
every 2 or 3 months, so there is a big time-lag. 

Mr. Mounrarn. Well, are you saying that the obligations shown 
are the total obligations for these contracts, and that the expenditures 
shown are only those which may have been paid out already in the 
first year or second year, whatever it may be, of the contracts? 

Mr. Specror. Yes, sir; those are actual payments. When it shows 
as an expenditure, it’s actually been paid. 

Mr. Mounvratrn. I wonder if you can clarify this point. Again, ac- 
cording to information received in W ashington, the Columbia Uni- 
versity teacher contract was in the amount of $514,000. The one with 
the University of Michigan was in the amount ‘of $102,800, which 
adds up to $616,800 under ‘the educational fund. 

Now under your obligations, under education, you show for fiscal 
1955 only $357,000. Iw vonder how you account for the other $300,000 
that, according to your statement just now, should be reflec ted in these 
figures? 

Mr. Srecror. Well, I perhaps misled you if I led you to believe we 
put the entire amount in. We put in as large an amount as the 
overall expenditures of the Institute of Inter- American Affairs will 
allow for that year, but enough to assure the university of our good 

faith and that we are going to: stay ahead of them to a great extent. 

Mr. Mountarn. Do you mean, then, that you do not put down as 
obligations the total amount of any of these contracts, necessarily ? 

Mr. Spector. Not necessarily. 

Mr. Harpy. In that connection, I notice from the breakdown in 
your book only the two small ones are listed as entirely obligated. 

Mr. Srecror. That’s right. 

Mr. Harpy. The University of Pennsylvania, with $18,000, is ob- 
ligated. 

“Mr. Spector. Y es, sir. 

Mr. Harpy. The Armour Research Foundation, with $90,000, 
listed as fully obligated. 
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Mr. Srecror. That’s right. 

Mr. Harpy. Where are your two big ones? Texas A. and M., with 
seven-hundred-something thousand dollars, you have shown as obli- 
gated $371,500. Isn’t there an obligation to take care of the rest of 
that contract also ? 

Mr. Srecror. No, sir; that’s the first year, the first downpayment. 
As I say, it’s made up of two or three factors that we don’t have con- 
trol over. 

Mr. Harpy. Is the contract subject to cancellation at the end of the 
first year? 

Mr. Srecror. At any time, with a 90-day notice on either side. We 
didn’t want to put too much money into it until we had an experience 
of expenditure, too, but enough to assure Texas A. and M. of covering 
their expenditures. They make changes in their classes and in their 
curriculum because of our needs, and therefore they want to know 
that they have the money in the bank to back up our payment to them 
when they ask for reimbursement. 

Mr. Reed, would you like to add anything? 

Mr. Reep. Under the Texas A. and M. contract obligated in fiscal 
1954, not 1955, the estimated cost of the first year obligation was 
obligated only. The term of the first year operation was supposed to 
run from November 1 until October 31. 

Mr. Harpy. Well, will you tell us just what are the mechanics of 
that type of an obligation ? 

Mr. Reep. I am afraid you will have to inquire from Washington. 
That is all cut and dried by the Washington office. 

Mr. Harpy. I am having a little trouble understanding why there 
is any more obligation involved in the $371,000 than there is in the 
$751,000. 

Mr. Reep. They obligated what they estimated at the beginning of 
the contract would be the expenditures during the first year. That 
kas not worked out. They have only spent a very small percentage 
of the money. But they obligated the full year’s amount. 

The second year’s operation is an obligation, but not on the books. 

Mr. Harpy. Let’s take a look. 

(Mr. Hardy pointed to the book.) 

Mr. Harpy. This was the obligation for fiscal 1955? 

Mr. Reep. Yes, sir. 

Mr. Harpy. How much of that was spent? 

Mr. Reep. In total, less than $45,000 to date, and the term expires 
October 31. 

Mr. Harpy. Of this year? 

Mr. Reep. Yes, sir. 

Mr. Harpy. So you’ve got just how many more days to go before 
that $371,000 obligation expires? 

Mr. Reep. Very few days. 

Mr. Harpy. How much are you going to pay out in that length of 
time? 

Mr. Reep. We won’t pay out much more than has already been paid 
out. 

Mr. Harpy. What’s the reason for that? 

Mr. Reep. Delays in starting the program and shutdowns to the 
program that occurred after the program started. 
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Mr. Harpy. What caused the shutdowns? 

Mr. Sprecror. The shutdown of the program is a complicated matter 
brought about largely by, and I use the word advisedly, Communists, 
and people who do not want United States help. If you want a detail 
of this, we can give it to you. 

Mr. Harpy. How did the Communists or supernationalists shut 
down the program ? 

Mr. Srecror. They had astrike up at that school. We are cooperat- 
ing with a school in the north called Antonio Narro, and the secretary 
of education had not been giving to the school a certain allotment that 
was needed to pay board and tuition for the out-of-the-state students. 

Well, the governor of the state got fed up with this and shut down 
the dormitories. Then we learned that leaders trained behind the 
Iron Curtain, these professional students—one of them well over his 
thirties has been in school for about 18 years—went up there and led 
these strikers and turned it around to be an anti-point 4 program. 

Mr. Harpy. So the strike was actually against the project itself? 

Mr. Srecror. But the Communists, not being slow on their feet, 
turned that around to say that the reason that the governor closed this 
down must have been that he was putting too much money into the 
point 4 program. I'd rather not get into the political question because 
that’s not my field. 

Mr. Harpy. Let’s go back a little. What was the delay in starting 
it? 

Mr. Srecror. The delay in starting it, sir, was redtape in Wash- 
ington. 

Mr. Harpy. That’s a good answer. Let’s explore it a little further. 
Let’s carry it beyond that. 

Mr. Srecror. All right, sir. 

Mr. Harpy. Quite obviously there was some governmental action 
that was related to the shutdown. Whether it was the national gov- 
ernment or the local government, I don’t know—perhaps both. Is 
that correct ? 

Mr. Spector. Yes, sir. 

Mr. Harpy. I wonder if it would be appropriate to assume that 
maybe the Government wasn’t sold on the project to start with ? 

Mr. Srecror. You know when you say Government, sir, you’ve got 
to define what part. We know that a certain part of the Government 
was not sold on the project. 

Mr. Harpy. What part? Let’s understand that. Here we have, 
I understand, a point 4 project in education. 

Mr. Sprecror. Agriculture. 

Mr. Harpy. Well, it’s agricultural education isn’t it? 

Mr. Srecror. Yes, sir. 

Mr. Harpy. Which is opposed by a part of the Mexican Govern- 
ment? 

Mr. Srecror. Sir, we only can operate here through diplomatic note. 
We don’t operate as in some countries with which there are numerous 
agreements. The diplomatic notes are signed by the Ambassador 
from the United States and the Minister of Foreign Relations of Mex- 
ico. Wecan only assume he is speaking for Mexico. We know from 
what we are told that the governor of the state sent a request to the 


eS ee ee ee ie 


ee mera I og 





648 TECHNICAL ASSISTANCE IN LATIN AMERICA 


President and the President then directed the Minister of Foreign 
Relations to request this aid. 

Mr. Harpy. Let’s understand this, because I think we are at the 
crucial point in this whole program. We started on it from the ad- 
ministration of the problem; we are back now to its genesis, and it 
leads me to a question that I have asked elsewhere. 

How much of that project was stimulated by your people rather 
than by the Mexicans ? 

Mr. Srecror. Well, sir, I don’t mean to—— 

Mr. Harpy. Let’s get as direct an answer as we can, because that’s 
an pneenant one. 

Mr. Srecror. May I pass on that to Mr. Shaw ? 

Dr. SHaw. I’ll volunteer on this because I happened to be here at 
the time this project started, although I was not personally involved 
in the beginning of the project. 

There was a difficulty in the north, in the cotton crops, failure of 
crops, and it stemmed out of a cotton wilt disease. 

Mr. Harpy. Is this during the period that this project was in the 
development stage ? 

Mr. Reep. This is the egg being hatched, you might say. 

Mr. Harpy. Can you fix the approximate date ? 

Dr. SHaw. It was along in the fall of 1952, perhaps October or 
November, about that time. They asked Dr. Moore, who is the Direc- 
tor of Technical Cooperation and a recognized authority in the field 
of agriculture, to go up there—the local farm organizations asked Dr. 
Moore to go up and look over their problem and suggest what might 
be the basic difficulties. 

Dr. Moore went there and conferred with farm groups—not with 
Government officials at the time, but farm organizati 
to the conclusion from his experience that the difficulties with the 
cotton crop stemmed from a number of different factors; bad use of 
water; inadequate analysis of soil conditions; and other technical 
problems I am not familiar with. 

He told them that this was a multiple problem and not just a simple 
one of pest control, and they said, “How can we get help in dealing 
with this problem ?” 

He said, “This is a matter that has to be handled through your own 
government. If you want held in this field from our organization, 
the request has to come from Mexican Government authorities to our 
Government, namely, the Ambassador here, and be handled in due 
course.” 

Mr. Harpy. Do you have personal knowledge of this? 

Dr. SHaw. This is what I heard from Dr. Moore and Dr. Marian 
Walker, who was our agriculture adviser at that time. I myself 
never went up there. This has to be second hand, because they are not 
here. 

Mr. Harpy. It’s pretty hard for somebody else, even on the basis of 

casual observation, to appraise a situation like that, so perhaps we'd 
better not pursue the question. 

How would we know, for instance, that when Dr. Moore went up 
there and recognized the existence of a problem, and, through his 
technical knowledge, knew the proper way to approach it, that he did 
not undertake to sell it to the farmers and the Mexican Government. 

Dr. Suaw. I can’t testify on that. 
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Mr. Harpy. That’s the problem we have. That’s the question I 
was trying to develop. 

Dr. Suaw. I see. 

Mr. Harpy. I think we might just as well dispense with the dis- 
cussion on that. 

If that is the procedure that is being employed, then there is a 
serious question in my mind as to whether or not we should shake up 
the whole technical assistance program down here. 

That is one we want to explore. Maybe we could get to one that 
has been developed more recently. I hadn’t anticipated that, but we 
have run into the same thing elsewhere. 

Mr. Mountain. Mr. Spector, these facts that have just been related, 
I presume, apply only to the field that the University of Michigan 
is working in, and Texas A. and M., and not to the Columbia Teachers 
College? 

Mr. Spector. That’s right. 

Mr. Mounrarn. What can you tell us about the origin of the project 
on which the Columbia University Teachers College has been 
engaged ¢ 

Mr. Specror. Once again I wasn’t here at the time. 

Dr. Suaw. I handled the beginnings of the industrial productivity 
program which began a little over a year ago. I can give you the 
step-by-step story on that by personal knowledge, if you would like. 

Mr. Harpy. Go right ahead and tell us just how it was born. 

Dr. Suaw. The beginning of it shows an example of coordination 
with the Embassy because Mr. Stephansky, our labor attaché, called 
my attention to some publications put out by the Mexican Confedera- 
tion of Industrial Chambers, which had to do with the field of indus- 
trial productivity. It was promotional literature—ads in newspapers 
and that sort of thing. Mr. Stephansky said, “This looks like the 
field in which the point 4 program is working in Europe. You might 
be interested in seeing what they are doing.” On the basis of his 
calling this to my attention, I went over and talked to the president 
of the confederation, Licenciado Licio Lagos. He was then the presi- 
dent of the confederation. It is a semipublic organization to which 
every manufacturing industry must belong under Mexican law. Mr. 
Lagos said “Yes,” they were very much concerned with industrial pro- 
ductivity. They felt the Mexican industry was operating at higher 
costs than were necessary, not using available resources of manpower 
and plants effectively, and they felt this was one of the answers to 
economic problems in Mexico. He said he was about to go out of 
office and asked me to talk to his successor after he was elected. 

These conversations took place in December 1953 and the election 
was held the following March. At that time, I talked with Senor 
Barroso, the new president of the confederation. He was quite inter- 
ested in what our program had done in aiding European countries to 
achieve a higher rate of productivity. I told him something about 
the services that were rendered by our organization (MSA) in Europe. 
I happened to have information in the file about that, just accumu- 
lated as materials came in from Washington. 

In May 1954 he asked me to meet the board of directors to explain 
to them what these services were. I discovered in the meantime they 
had received a great deal of material from the International Labor 
Office, an affiliate of the United Nations, on productivity and how it 
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is achieved. They had become very interested. In fact that was the 
beginning of their interest, the material received from ILO. I met 
with the board of directors of the confederation in May and I gave 
them a single sheet of paper in Spanish which listed about 15 different 
services which had been given in foreign countries to organizations 
that were concerned with increasing productivity. These services 
were an inherent part of the point 4 program in Europe, but not being 
given in Latin America then. The board of directors, in a meeting, 
expressed great interest in this and they asked how they could get 
this kind of service. I told them that it would have to come through 
a formal request of the Foreign Office of the Mexican Government, 
and if the latter saw fit to send it to the Embassy, it would be an- 
swered in whatever way seemed appropriate. 

About 30 days later the Embassy received this request from the 
Foreign Ministry and we drafted in preliminary form a reply in 
which we explained the circumstances under which we could give 
the help they requested. This draft answer went to Washington to 
the then FOA Washington office, where it was reviewed, revised, and 
then ultimately the approved draft answer came back from Washing- 
ton. I don’t know all the procedures involved there. This message 
explaining the services we were prepared to render then was trans- 
mitted by the Embassy back to Relaciones. This was the process that 
has taken place. 

Mr. Harpy. In the course of that development, was there any sug- 
gestion from Washington that the project should be enlarged ? 

Dr. SHaw. That the project should be enlarged ? 

Mr. Harpy. Yes. 

Dr. Suaw. I don’t recall any. There was some talk—yes, I re- 
member now. There was some talk about the feeling that the project 
should be expanded, but I found out that was more because they 
didn’t understand the plans that we had, that were inherent in the 
proposition in our draft—I mean, in our draft proposed answer. As 
I recall, one item was more assistance in the field of economic plan- 
ning of industrial development—something like that. This is the 
one suggestion I remember that came out of the Washington office 
in the course of the revision of the draft. 

Mr. Harpy. Did you expand the program to a point larger than 
had been originally requested ? 

Dr. SuHaw. No, no. Now, the one interesting thing is that the 
original request was perhaps a page and a half long, and our answer 
was, if I recall, something like 11 or 12 pages long. 

Mr. Harpy. Don’t you have a form that you use for an original 
request ? 

Dr. Suaw. No, there is no such form I know of in existence. All 
we tell them is to write a letter or a note which explains what they 
want. 

Mr. Harpy. Who helped them prepare that letter on your staff? 

Dr. Suaw. Licenciado Conchello on the confederation’s staff. He 
and I talked together at great length about the services and that sort 
of thing. 

Mr. Harpy. Of course, we are not sufficiently naive to believe that 
even after a conversation a fellow like that can sit down and prepare 
a letter giving in detail that sort of project. 
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Dr. Suaw. I told him he should cite the General Agreement on 
Technical Cooperation. I gave him the date of June something, 1951, 
when this was signed. This was the basis of our program. I sug- 
gested he should include that in the request so that the Foreign Office 
would see that our program has a status in Mexico based on an agree- 
ment between the two countries. I suggested to him also that it should 
list the kind of services they wanted from us and he could draw on 
what we had already given in the way of information as in specify- 
ing services they wanted. I gave him a list of about 15 different 
items. To that extent, I suggested what might be in the note. 

Mr. Harpy. Of course, I think it should be clear to everybody that 
these people could not be familiar with programs of this nature. 

Dr. SHaw. This is new to Latin America. 

Mr. Harpy. They are not familiar with the facilities that could be 
brought in to help them. They wouldn’t be in a position to develop 
this kind of a request. That is understandable, but there is a distinc- 
tion between an explanation as to what can be done to be helpful and 
somebody’s promoting a pet project which may or may not be spon- 
taneously sought. 

Dr. SHaw. May I remind you that I found, when I talked with 
Lagos in December of 1953, they already had in mind a program for 
increasing productivity. They had only gone as far as publicity in 
their thinking. It was simply a promotional program, a public opin- 
ion molding program. I brought to their attention then the other 
technical services which had been an important part of similar pro- 
grams in Europe, and carried out through the assistance of our agency 
in Europe, so he could put some meat on the bones of the program 
which the confederation started. 

Mr. Harpy. What is the cost of that project ? 

Dr. Suaw. The cost, I think, is something like $350,000. 

ang Harpy. What is the Mexican Government’s contribution on 
that ¢ 

Dr. Suaw. Well, in the first place there is a joint fund set up for 
the support of an industrial productivity center through which these 
various services are rendered to industry. It is a Mexican institu- 
tion. We have no people in it. It is supported by a joint fund to 
which our organization contributed $50,000 in the first period and 
Mexico contributed a similar amount. Then, Mexico agreed to set up 
their productivity center. They undertook to do it in their acceptance 
of the program, and furnished the office space and equipment. The 
salaries could be paid from the joint fund, but not office facilities or 
rent. 

Mr. Harpy. How much does this joint fund consist of and who put 
in how much ¢ 

Dr. SHaw. We put in $50,000 and Mexico put in $50,000 of which 
part was contributed by the Mexican Government. 

Mr. Reed may give you the details, as coming from the confed- 
eration. 

Mr. Reep. They have money from individual manufacturers. 

Mr. Harpy. But the total they put up, along with what the Mexican 
Government put up, is equal to the amount the American taxpayers 
put up? 

Mr. Reep. That’s right. 

Mr. Harpy. How about the other costs of it? 
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is achieved. They had become very interested. In fact that was the 
beginning of their interest, the material received from ILO. I met 
with the board of directors of the confederation in May and I gave 
them a single sheet of paper in Spanish which listed about 15 different 
services which had been given in foreign countries to organizations 
that were concerned with increasing productivity. These services 
were an inherent part of the point 4 program in Europe, but not being 
given in Latin America then. The board of directors, in a meeting, 
expressed great interest in this and they asked how they could get 
this kind of service. I told them that it would have to come through 
a formal request of the Foreign Office of the Mexican Government, 
and if the latter saw fit to send it to the Embassy, it would be an- 
swered in whatever way seemed appropriate. 

About 30 days later the Embassy received this request from the 
Foreign Ministry and we drafted in preliminary form a reply in 
which we explained the circumstances under which we could give 
the help they requested. This draft answer went to Washington to 
the then FOA Washington office, where it was reviewed, revised, and 
then ultimately the approved draft answer came back from Washing- 
ton. I don’t know all the procedures involved there. This message 
explaining the services we were prepared to render then was trans- 
mitted by the Embassy back to Relaciones. This was the process that 
has taken place. 

Mr. Harpy. In the course of that development, was there any sug- 
gestion from Washington that the project shold be enlarged ? 

Dr. Suaw. That the project should be enlarged ? 

Mr. Harpy. Yes. 

Dr. SuHaw. I don’t recall any. There was some talk—yes, I re- 
member now. There was some talk about the feeling that the project 
should be expanded, but I found out that was more because they 
didn’t understand the plans that we had, that were inherent in the 
proposition in our draft—I mean, in our draft proposed answer. As 
I recall, one item was more assistance in the field of economic plan- 
ning of industrial development—something like that. This is the 
one suggestion I remember that came out of the Washington office 
in the course of the revision of the draft. 

Mr. Harpy. Did you expand the program to a point larger than 
had been originally requested ? 

Dr. Suaw. No, no. Now, the one interesting thing is that the 
original request was perhaps a page and a half long, and our answer 
was, if I recall, something like 11 or 12 pages long. 

Mr. Harpy. Don’t you have a form that you use for an original 
request ? 

Dr. Suaw. No, there is no such form I know of in existence. All 
we tell them is to write a letter or a note which explains what they 
want. 

Mr. Harpy. Who helped them prepare that letter on your staff? 

Dr. Saw. Licenciado Conchello on the confederation’s staff. He 
and I talked together at great length about the services and that sort 
of thing. 

Mr. Harpy. Of course, we are not sufficiently naive to believe that 
even after a conversation a fellow like that can sit down and prepare 
a letter giving in detail that sort of project. 





TECHNICAL ASSISTANCE IN LATIN AMERICA 651 


Dr. Suaw. I told him he should cite the General Agreement on 
Technical Cooperation. I gave him the date of June something, 1951, 
when this was signed. ‘This was the basis of our program. I sug- 
gested he should include that in the request so that the Foreign Office 
would see that our program has a status in Mexico based on an agree- 
ment between the two countries. I suggested to him also that it should 
list the kind of services they wanted from us and he could draw on 
what we had already given in the way of information as in specify- 
ing services they wanted. I gave him a list of about 15 different 
items. To that extent, I suggested what might be in the note. 

Mr. Harpy. Of course, I think it should be clear to everybody that 
these people could not be familiar with programs of this nature. 

Dr. Suaw. This is new to Latin America. 

Mr. Harpy. They are not familiar with the facilities that could be 
brought in to help them. They wouldn’t be in a position to develop 
this kind of a request. That is understandable, but there is a distinc- 
tion between an explanation as to what can be done to be helpful and 
somebody’s promoting a pet project which may or may not be spon- 
taneously sought. 

Dr. SHaw. May I remind you that I found, when I talked with 
Lagos in December of 1953, they already had in mind a program for 
increasing productivity. They had only gone as far as publicity in 
their thinking. It was simply a promotional program, a public opin- 
ion molding program. I brought to their attention then the other 
technical services which had been an important part of similar pro- 
grams in Europe, and carried out through the assistance of our agency 
in Europe, so he could put some meat on the bones of the program 
which the confederation started. 

Mr. Harpy. What is the cost of that project ? 

Dr. Suaw. The cost, I think, is something like $350,000. 

Mr. Harpy. What is the Mexican Government’s contribution on 
that ? 

Dr. Suaw. Well, in the first place there is a joint fund set up for 
the support of an industrial productivity center through which these 
various services are rendered to industry. It is a Mexican institu- 
tion. We have no people in it. It is supported by a joint fund to 
which our organization contributed $50,000 in the first period and 
Mexico contributed a similar amount. Then, Mexico agreed to set up 
their productivity center. They undertook to do it in their acceptance 
of the program, and furnished the office space and equipment. The 
salaries could be paid from the joint fund, but not office facilities or 
rent. 

Mr. Harpy. How much does this joint fund consist of and who put 
in how much? 

Dr. Suaw. We put in $50,600 and Mexico put in $50,000 of which 
part was contributed by the Mexican Government. 

Mr. Reed may give you the details, as coming from the confed- 
eration. 

Mr. Reep. They have money from individual manufacturers. 

Mr. Harpy. But the total they put up, along with what the Mexican 
Government put up, is equal to the amount the American taxpayers 
put up? " 

Mr. Reep. That’s right. 

Mr. Harpy. How about the other costs of it? 
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Mr. Reep. There are a good many other costs on this other than the 
joint fund. Training teams sent to the United States cost about $90,- 
000. This is a cost which we are bearing, United States dollar cost of 
people after they arrive in the States. A team of 12 or 13 business- 
men, labor representatives, and technicians are sent up to study a 
specific industry. 

Mr. Harpy. Is that included in your original contract? 

Mr. Reep. Yes, sir, it is provided outside the joint fund. 

Mr. Harpy. What is the total cost of that project to us? 

Mr. Srecror. It is about $300,000 for fiscal year 1956. 

Mr. Harpy. That is in United States funds? How much more is 
for fiseal—when did it begin ? 

Mr. Spector. This year. 

Mr. Harpy. How much is in for fiscal 1957? 

Mr. Srecror. About the same. 

Mr. Harpy. $300,000 a year. What is the contribution of the Mexi- 
can Government to the joint fund to support this? 

Mr. Srecror. At the moment, it is $50,000. 

Mr. Harpy. So we’re putting up $300,000 and they are putting up 
$50,000, part by the Government and part by the association ? 

Mr. Srrctor. Except in this respect: There are a lot of other con- 
tributions that don’t reflect themselves in the joint fund. 

Mr. Harpy. There are some we make, too. 

Mr. Srecror. That is correct. 

Mr. Harpy. I understand that they put up the rent? 

Mr. Specror. They put up the rent, pay the international travel of 
all but the labor people, who pay their own way to the States and 
back. 

Mr. Harpy. I believe if all your projects down here are set up on 
a comparable basis of participation by the Mexicans with us—it looks 
like we are carrying the whole load—I am wondering how much they 
want us to do. 

Mr. Specror. They are going to great lengths to cooperate with us. 
Businessmen are letting their key executives go up, continuing to pay 
their salaries while they are there, giving time, when they return, for 
preparation of a report distributed to all the industry giving the bene- 
fit of new techniques they learn in the States. I mentioned the travel 
which they pay. Then there are institutes which are being run for 
training executives here to tie in with the program which they pay 
cash to attend, most of which supports the cost of that institute. 

Mr. Harpy. Let me ask you something else. How long have we 
been operating in technical assistance in Mexico? 

Mr. Spector. Since 1941. 

Mr. Harpy. How many of the projects that we started operating 
in these nearly 15 years have we been able to get out of entirely and 
let them finance entirely ? 

Mr. Spector. No. 1, rubber development. We have stopped com- 
pletely. 

Mr. Harpy. We did that at home. 

Mr. Srecror. Yes, sir. 

Mr. Harpy. Is the Mexican Government continuing the rubber 
operations ? 

Mr. Spector. Somewhat, yes. 

Mr. Harpy. What do you mean “somewhat? ? 
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Mr. Srecror. They have people in the Ministry-——— 

Mr. Harpy. On the payroll and can’t get off ? 

Mr. Srecror. No. 

Mr. Reep. I believe the Mexican Department of Agriculture is go- 
ing to continue the projects at an accelterated rate over the rate it was 
conducted when it was a joint operation. We turned over to the 
Minister of Agriculture some buildings where this experiment was 
taking place as a donation. It didn’t involve much money. Four or 
five thousand dollars for buildings built 10 years ago. They have 
a staff that is continuing the operation, at least at the same rate of 
work that was carried on with the American Department of Agricul- 
ture and—— 

Mr. Harpy. When did we get out of it? 

Mr. Reep. Last year. 

Mr. Harpy. All right, what else? 

Mr. Sprecror. Fisheries. A man from the Bureau of Fish and 
Wildlife was here on and off from 1939. That was terminated last 
year. 

Mr. Reep. As far as we are concerned ? 

Mr. Spector. Yes. 

Mr. Harpy. To what extent are they continuing the type of activity 
that we helped them develop ? 

Mr. Srecror. It is not only the Government, but private people 
have also taken over. 

Mr. Reep. One reason that man came down, for instance, was to de- 
velop the shrimp fisheries which the Japanese had had up until that 
time. That is entirely in private Mexican hands. 

Mr. Harpy. All right, are there any more? 

Mr. Srecror. Yes, I think one of the most helpful is the health pro- 
gram. 

Mr. Harpy. Are they operating it now? 

Mr. Srecror. Not all of it, but we have changed the content so that 
some of the work we were doing, they are now doing completely, such 
as the building of water supply systems. 

Mr. Harpy. Do you know how much money we spent for construc- 
tion of facilities for their health operations? 

Mr. Sprecror. No, sir, I don’t have the figure. 

Mr. Harpy. Do you have the figures on the number of such fa- 
cilities that we built? 

Mr. Spector. In Mexico? 

Mr. Harpy. That’s right. Does this ring a bell? We have con- 
structed 66 water systems, 24 sewerage systems, 63 chlorination fa- 
cilities, and 8 public health facilities. They were construction proj- 
ects that were built with United States dollars. 

Mr. Sprecror. Not altogether. 

Mr. Harpy. All right, I want to get the facts. I don’t know. 

Mr. Reep. The ratio is $3 Mexican to $1 American. 

Mr. Harpy. That’s in your total health program ? 

Mr. Reep. Yes. 

Mr. Harpy. Let’s talk about construction. 

Mr. Srecror. Those jobs were carried on out of money provided 
by the Mexican Government, and the American Government. 

Mr. Harpy. Yes; but they were not done at the time you had a ratio 
of 3 to 1. 
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Mr. Spector. It has varied from 1 tolto3tol. For the last years 
it has been 3 to 1. They have third party contributions which in- 
creased the Mexican contribution to perhaps 414 to 1. The first 3 or 
4 years the American contribution was in excess of the Mexican con- 
tribution. 

Mr. Harpy. Didn’t we put in at least twice as much as they did? 

Mr. Srecror. They took a larger portion of the financing of the 
operation. 

Mr. Mountarn. Mr. Reed, do these figures seem generally appli- 

cable to you? They are based upon information received in Wash- 

ington. In fiscal year 1952 our program allotments under our pro- 
gram were on the order of $728,000 and the estimated host country 
contribution of Mexico was $585,000. 

Mr. Reep. That’s right. 

Mr. Mountain. In 1953 the figures are United States $814,000; 
Mexico $702,000. 

Mr. Reep. That’s right. 

Mr. Mountarn. In 1954 our actual expenditures were $1,344,000 
against Mexican estimated contributions of $1,111,000. In fiseal 1955 
our estimated program, United States expenditures, $1,417,000; Mexi- 
can $1,146,000; in 1956 the proposed program is $1,762,000; estimated 
Mexican contribution $1,425,000. 

Mr. Reep. Yes, sir, those figures are substantially correct but I 
would like to bring this out at this point. They cover all the oper- 
ations of the mission, not merely health and sanitation. 

Mr. Harpy. That’s right, and also they cover the host country con- 
tributions, cover all contributions and not just the cost to the joint 
fund. But there is one point. In connection with the health pro- 
gram, the United States contributes a great deal more than it con- 
tributes to the joint fund. We underwrite and pay for the cost of the 
technicians we furnish to the operation and 

Mr. Spector. That is included in the total. 

Mr. Mounratn. I believe we understand that, but would you agree 
that these figures reflect that throughout the years the United States 
dollar has not been matched by an equal contribution ? 

Mr. Reep. Definitely not, but they make other contributions. 

Mr. Mounratn. Where have the other host contributions come 
from, and why are they not reflected in these figures ? 

Mr. Reep. There are a great many intangibles, sir, that cannot be 
reduced to a dollar and c ents value. 

Mr. Mountain. They should be included in these figures. 

Mr. Sperecror. Mr. Congressman, we talked this over with a high 
official of ICA in Washington. He told us that in Mexico—I hate 
to quote him—that perhaps we had not used the same basis for caleu- 
lating host country contributions as other countries had. We don’t 
know where to stop, you see. The exact dollar equivalent put into a 
joint fund is easy, but in our health program we work with the entire 
Ministry of Health. Our nurses work with all of their nurses. Our 
sanitary engineers with all of their sanitary engineers. We have been 
modest in showing how much we would give that in a dollar value. 

Mr. ze You mean it the other way around, don’t you? 

Mr. Spector. We are always modest in evaluating what somebody 
else does 
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Mr. Harpy. And always on the low side when talking about what 
we do. 

Mr. Spector. That’s the way we have been here, and I think we 
would like to take another look at those figures, and if we knew the 
basis of how far to go—since our people work with the entire Ministry 
of Health, shouldn’t we put the entire Ministry of Health’s budget 
in as counterbalance to us? 

Mr. Harpy. If you figure on that, we are going to have to prorate 
the cost of operating all of our Washington offices and make it apply 
to what happens out here in the field. 

Mr. Specror. A good deal of our figures are prorated from Wash- 
ington. Our training 

Mr. Harpy. You don’t have any of the overhead of the State De- 
partment building or ICA? 

Mr. Spector. Well 

Mr. Harpy. Mr. Atwood’s expenses are not prorated at all, you can 
be pretty sure of that. 

Mr. Sprector. No. 

Mr. Mountain. Mr. Spector, I don’t know whether this is a ques- 
tion that should be directed to you. In your judgment, is the Mexi- 
can economy a reasonably stable and healthy economy ¢ 

Mr. Srector. I would like to pass that to the economic counselor of 
the Embassy. 

Mr. Bourcerie. I am Elmer H. Bourgerie, counselor for economic 
affairs. Would you mind repeating the question ? 

Mr. Mountain. My question was related to the capacity of the Mex- 
ican Government to put more in Mr. Spector’s program. I don’t want 
to get off the ICA subject, however, because I believe Mr. Meader has 
a question he wants to ask. 

Mr. Bourcerre. At the moment, I think the Mexican economy is a 
very stable economy. They have recovered very rapidly from the 
devaluation last year. It is a dynamic and growing economy, with 
an increasing population that is growing at the rate of : 3 percent per 
annum. One of their greatest problems is to keep their industrial 
and agricultural production in line with the growth of population, 
and it is certainly one of the problems that is presently occupying the 
minds of many Mexican Government officials. Another problem 
which Mexico has faced as a growing country is the fact that they 
are developing so rapidly they are probably spending more than they 
are bringing in at the moment; that is, their expenditures probably 
exceed their intake. 

Mr. Mountain. How serious is their deficit / 

Mr. Bourceriz. This year, they had hoped to have a balanced budg- 
et but there is a possibility that the Tampico flood and the floods which 
occurred in other parts of the country, might throw their budget out 
of balance this year. 

Mr. Harpy. Do you think percentagewise their deficit is likely to 
be as large as our deficit ? 

Mr. Bourcerie. No, sir. 

Mr. Harpy. So they are in a better position to do this than we are / 

Mr. Bourcertk. I think there are many projects they can finance out 
of their own funds in due time, probably not at the moment. Neither 
their budgetary deficit nor their national debt, in proportion to ours, 
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is anywhere near as great. Their foreign debt is relatively low at 
the present time. 

Mr. Harpy. Thank you. 

Mr. Meaper. I have been thinking over the genesis of that industrial 
productivity project. As I understand it, the confederation put 
some ads in the paper. The labor attaché saw them, talked to you, 
Dr. Shaw, and that is how it started. 

Dr. SHaw. That’s right. 

Mr. Meaper. That is a little different from other places where there 
was pressure from the Labor Office of FOA in Washington and labor 
unions in Washington to stimulate these programs. Didn't you have 
any contact from Washington on labor training programs ¢ 

Dr. Suaw. The only thing I remember is the report of Dr. Milton 
Eisenhower after his visit in South America in which he stressed the 
importance of labor, talking more from the political standpoint, I be- 
lieve. Mr. Stephansky, on a joint instruction from State and FOA, 
prepared a program with which we went along 100 percent and it 
became part of ours. This started before the productivity program 
was formulated. This came in January of 1953 and the productivity 
program didn’t get crystallized until the following April or May but 
now they are going along side by side. 

Mr. Meaper. Wait a minute, Eisenhower didn’t come down until 
the summer of 1953, did he? 

Dr. Suaw./I am off on my years. I would like to correct the record. 
It was January 1954. 

Mr. SrepHansky. December 1953. 

Dr. SHaw. Your report went in in January 1954. 

Mr. StepHansky. My name is Ben §. Stephansky and I am the 
labor officer. May I explain that? 

Mr. Srepuansky. The labor program in the ICA had been de- 
veloped very distinctly from the productivity program until the pro- 
ductivity center was developed. Then, of course, that element, that 
consideration, was necessarily included because labor practices in 
Mexico are often detrimental to higher productivity. But on the 
labor program per se, which I gather was your question, as I recall 
the recommendations of Dr. Milton Eisenhower—section 5 of his 
report, was a statement which expressed some alarm that the Rus- 
sians in this hemisphere were getting many, many labor leaders and 
labor people to make visits to Russia and the Lron Curtain countries 
in proportion to what we were doing in this particular area, and rec- 
ommended in fairly strong terms that we match that kind of program 
where the labor movement in this hemisphere is concerned. The 
specific excerpt from Eisenhower’s report was taken by President 
Kisenhower, and sent to the State and Labor Departments and to 
FOA, with a specific instruction on the part of the President to im- 
plement that part of the recommendations. Those documents were 
sent down to us. It was on that basis that I wrote a report in co- 
operation with the Foreign Operations Administration for the send- 
ing up of teams of labor people to the United States, generally for 
about 3 months, teams to be programed up there by agencies such 
as the Department of Labor and FOA and others. Now, it is in this 
particular area that I must confess there has been proselytizing. 
There have been suggestions that labor groups go up to the United 
States, although it hasn’t had to be anything intensive, because I think 
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the Mexican labor movement, for many reasons, has been growing 
more interested in and more cooperative with our own labor groups 
in the United States. But as Dr. Milton Eisenhower's report was 
written—and there is no doubt about its interpretation—there was 
the question as to whether or not the way the Communists operate 
wasn’t in fact attracting groups of people representing large masses 
of articulate people in that there is a labor movement, not of our 
making or of anybody’s making. There is a movement of labor groups 
in both countries. 

A question whether or not the Communists, particularly in their 
techniques, didn’t require a technique somewhat similar. I am happy 
to say we have tied it to some measure of technical education on their 
part. Originally, on the question of getting these teams to go up, it 
has not been a question of going out in any manner and selling to 
them. I think the interest is there; in this sector anyway, there is a 
vital and strong interest in every aspect of United States life and 
every opportunity to see it and learn it at firsthand to be, in a sense, 
our ambassadors among the people. There is also much more demand 
for such teams to go up than actually we have been able to fulfill. 
That has been the labor program up until about now. It is not the 
type of program that has been beginning to develop as part of the 
productivity program. 

Then there is the question of training labor technicians in various 
specific aspects of their interest in management such as time study, 
scientific administration, job evaluation, etc., so that the labor move- 
ment does not constitute, as it can and in some instances has, obstacles 
to industrial productivity. Its general interest in the productivity 
program is something, I may add, that the Mexican labor movement 
is very desirous at the moment of developing. 

Mr. Harpy. We have about run out of time, Mr. Ambassador. 
There are a couple of things I would like to finish up. 

We were talking about the Texas A and M contract awhile ago. 
We referred to a stoppage of the program caused by a student strike 
and Communist activity. I wonder what is the present status of that 
program ? 

Mr. Sprecror. This happened about October 3, 1955. At the 
moment, the strike is over but the United States technicians are not 
yet back on the campus. It is being resolved, we are told, here in 
Mexico City. 

Mr. Harpy. Have you given any consideration to the cancellation 
of the contract ? 

Mr. Srecror. Yes, sir. They know pretty well if this goes on 
many more days or weeks, that we shall certainly recommend to the 
ambassador that this be closed. r 

Mr. Harpy. Has this seemed to point up a need for closer scrutiny 
of these projects as to acceptability by the Mexican Government ¢ 
At least, it indicates to me that there was too little liaison in the Mexi- 
can Government before this thing was approved. 

Mr. Sprcror. Yes, sir. you are right. I hope it indicates that to 
the people themselves. We didn’t know, all we had was the official 
request. 

Mr. Harpy. Have there been any projects which you have devel 


oped 
that have been turned down after having been approved in Wast 


1ing- 
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ton? That is, the Mexican Government has finally turned down or 
the Embassy has turned down? 

Mr. Specror. I wouldn’t say that exactly, no. We have projects 
in development which haven’t come to a head yet. There was a tech- 
nicality of a note on minerals, a minerals attaché, but quite rightly 
that is being held up here in Mexico until we are sure that the Mexi- 
cans really want this and can use it and, if I may say so, whether it 
is in our own interest. They are doing that right now, and it will 
be held up and perhaps even what we have been “doing will be closed 
out if they can’t give us a better reason for wanting it than they have 
in the past. 

Mr. Harpy. Have there been times when you have been urged by 
Washington to push a particular project ? 

Mr. SPECTOR. Not per se, sir. 

Mr. . Arpy. There are lots of ways to skin a cat. 

Mr. Specror. Yes, sir. Under FOA there seemed to be a great 
impetus to make us in Mexico like the missions in Europe and the 
Near East. For instance, we would get instructions to do something 
about a contact clearinghouse for small business. Quite rightly, 
neither the Embassy nor we thought that was our function. That isa 
function of the economic section and we did not push it. There have 
been other instances; for instance, we got general broadside letters 
about getting into trade promotion. They ‘had some boys ready to 
come down to help us promote investment. We did not accept them 
because—— 

Mr. Harpy. When you were sort of slow on Cast didn’t somebody 

call you up and say “what’s the matter with you” 

Mr. Srecror. They kind of nudged us on it, yes, but I think that 
kind of thing is settled. We aren’t getting that kind of push any 
more. 

Mr. Harpy. Have you had instances where you had available for 
servicio operations an excessive amount of money; where you had 
from past appropriations to the servicos account or joint account 
amounts that were in excess of your needs for, say, 2 years? 

Mr. Srecror. Yes, sir. 

Mr. Harpy. What did you do with them ? 

Mr. Srecror. We have them right now and we are trying to see 
what we can do about it, jointly, with Mexico, to either get projects 
that could use it or to eventually pull our money back. 

Mr. Harpy. What do you mean by “see if you can get projects to 
use it”? You’ve got some excess funds so maybe you will try to 
stimulate something else that the Mexican’s don’t want? 

Mr. Specror. Most of that money is theirs, three-fourths of it is 
theirs. 

Mr. Harpy. We put in half of it and they get three-fourths of it? 

Mr. Spector. No, sir. They put in—these ‘funds are pretty much 


Mr. Rezo. The surplus funds today represent 3 to 1 funds. 

Mr. Mountain. We were talking only about the Health Servicio. 
This is the only servicio that you have? 

Mr. Reep. Yes. 

Mr. Spector. But we didn’t accumulate any surplus until—once 
it was about 2 2 to 1 on our side. 
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Mr. Reep. No, sir; in those years we spent it. 

Mr. Harpy. We spent our dollars but not the Mexicans? 

Mr. Sprecror. I wasn’t here but I think they thought it was in the 
interest of the United States to spend it at the time because of the 
healthy relationship between the two countries. 

Mr. Mounrtarn. Could we ask where the initiative came from to 
review these funds with a view to turning some back ¢ 

Mr. Srecror. From us in the mission and in Washington, and we 
do not, in this instance, think we are going to put any money in, 
even if it is available, until we see what is going to happen. 

Mr. Harpy. Did you get a request from Washington in the latter 
part of fiscal 1955 to find some place to spend some more money, obli- 
gate some more? Didn’t you get wor d that they had some unoblig: ited 
funds that were going to expire / 

Mr. Reep. In the U niversity of Michigan contract, we had about 
$50,000 obligated, which were the funds obligated on the present 
year’s operation. Washington required us to obligate the balance of 
that contract which amounted to $52,000. That was the only case. 

Mr. Harpy. Didn’t they tell you at some time before the end of 
the fiscal year that they had discovered they would have some funds 
left over that were not going to be obligated which would go back 
to the Treasury if not spent ? 

Mr. Srecror. I think we needed some additional money and we 
requested Washington for additional money. That was 3 months 
befowe the end of the fiscal period. Washington told us they couldn’t 
let us have it at the time. As a matter of fact, they withdrew from 
our allotment a rather substantial chunk of money and told us they 
would replace that and give us the additional funds required. 

Mr. Harpy. How much did they withdraw ? 

Mr. Spector. $20,000. 

Mr. Harpy. And they told you they would give it back before the 
end of the year and give you more money, too? 

Mr. Specror. The money we had as sked for; ves. 

Mr. Harpy. How much did you request ? 

Mr. Specror. $17,000. 

Mr. Harpy. Didn’t they ask you if you could use more than that? 

Mr. Specror. Not to my knowledge. 

Mr. Harpy. You had better look back in their records. You are 
sure that you initiated that request for the $17,000 and they didn’t 
ask you if you could spend it ? 

Mr. Srecror. That’s exactly right, sir. 

Mr. Harpy. O. K. 

Mr. Mountain. Was it your experience in fiscal 1955, Mr. Reed, 
that the authorized level of implementation of your a il was 
practically the full amount of your program, or did they hold some 
back on you? 

Mr. Reep. They are holding some back this year. They did not 
in 1955. 

Mr. Mountarn. How much? 

Mr. Reep. They are holding 15 percent this year over the amount 
we feel we will require for the year’s operation. 

Mr. Mountain. Mr. Spector, we have talked about various aspects 
of your program. I would like to refer again to these unliquidated ob- 
ligations which, as of June 30, 1955, were in the amount of $1,590,000, 
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of which $742,400, or roughly half, were funds for fiscal years prior 
to 1955. Are any of these unliquidated obligations related to an in- 
ability across the board to carry out programs planned other than 
the one you have mentioned about this strike ? 

Mr. Spector. No, I don’t think so. Those are mostly funds obli- 
gated for university contracts which for various reasons were slow 
in getting started, plus training money. You see, you can obligate 
a trainee in fiscal 1955 who doesn’t go to the States until 1956. You 
may not even get the expenditures on that until late in 1956. I don’t 
think so, other than the general overall review now being made by 
the Mexicans of the program. 

Mr. Mountain. This does not reflect, in your judgment, over- 
optimistic planning in terms of your capacity to carry out the pro- 
gram within the years for which the money was appropriated ? 

Mr. Specror. We were overoptimistic in getting the programs 
started. I do think we will have some extra money in each of those 
which will be turned back to the Federal Government unless there 
is some reason to extend the contracts. 

Mr. Mountarn. Has any of this delay in spending the funds been 
due to objections raised by the Embassy ? 

Mr. Srector. I wouldn’t say so, as such. 

Mr. Harpy. You qualified it. What do you mean ? 

Mr. Spector. 1955 funds? 

Mr. Harpy. Any funds in 1954, 1955——— 

Mr. Spector. No; other than this joint review we have agreed upon, 
and as I say, with respect to some of these programs, we wanted to 
take a good look at them. That’s in minerals, over $130,000. 

Mr. Harpy. In view of the hour, I think this is a good place to stop, 
Mr. Ambassador. On behalf of the committee, I want to express our 
appreciation to you and all of the people who participated in this 
discussion. 

Ambassador Wuire. We want to be as helpful as we can and give 
you all the information. 

Mr. Harpy. It has been helpful, forthright, and constructive; very, 
very helpful. 

Ambassador Wurre. I want to say, Mr. Chairman, that the Infor- 
mation Service has an exhibition a couple of blocks from here on the 
Family of Man. 

Mr. Harpy. If time permits, and I think it will, we plan to see it 
this afternoon. Many, many thanks to all of you. 

(Whereupon the meeting adjourned at 1: 03 p. m.) 





APPENDIX 


ExHIBIT A 


DATA ON UNITED STATES MISSION TO MEXICO 


I. United States mission : 

A. Ambassador: Francis White. 

B. Director, United States operations mission : Ross E. Moore. 

C. Servicios: 1. Direccion de cooperacion Interamericana de Salubridad Publica 
(Public Health). 

D. Organizations under contract: 


Amount 


. Armour Research Foundation of Illinois Insti May $90, 000 | Industrial 
tute of Technology. engineering 
. University of Michigan - 27, 102, 800 | Vocational educatior 
3. University of Pennsylvania. ____- ‘ F : ( ; 18,000 | Veterinary 
. Columbia University Teachers College 514,000 | Education. 
5. Texas A. and M a atdail 7, 751,500 | Agriculture. 


E. Number of mission personnel : 


| 
Administra- | TA prograt 
tive funds funds 


Total as of March 31, 1955- 
1. Government personnel, total 


(a) United States nationals 
(6) Foreign nationals 


2. Contract personnel 


F. Date of general agreement : June 27, 1951. 

II. FOA program objectives: 

(a) Health and sanitation—Improvement of the general level of health facil- 
ities for the treatment and prevention of disease; assistance in nursing education 
and continued development of public-health centers as well as assistance to smal! 
communities in water supply and sanitation problems. 

(b) Industry and mining.—Assistance in geological surveys and development 
of mineral extraction and processing, with primary emphasis on training of more 
mining engineers. 

(c) Agriculture.—Expand and diversify agricultural production for food in 
addition to other market crops through development programs emphasizing 
training of agricultural extension workers and in the field of agricultural credit. 

(d@) Others.—Expansion of demonstrational program in vocational education, 
including assistance to the school for training operators and mechanics of road 
construction and agricultural machinery and equipment; work with various 
Mexican Government agencies in public administration programs; and stimula- 
tion of private investment. Training in a variety of fields such as agriculture, 
forestry and fisheries, health and sanitation, natural resources, education, indus- 
try and labor, transportation and public administration. 


661 
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III. Net activity (as of March 31, 1955) : 


{In thousands of dollars} 


Fiscal years 


— nee a 


1953 | 1954 | 1956 


Technical cooperation: 
Program --.. seagnas = z ican 
Allotments -. ‘ a | ] 814 
Obligations ---_--- tos is 710 
Expenditures -- 798 | 
Estimated host country contributions (equivalent | 
United States dollars) : 
Cash for joint funds 


1 Not available. 


IV. Program fields of activity :’ 


Fiscal years 


* 19455, esti- 1956 proposed 
954, : ‘ ’ rt 
1954, actual mated to Congress 


Technical cooperation: 

Agriculture and natural resources 519 

Health and sanitation 276 

Education - ; : 27 

Industry and mining - 281 | 

Public administration - - - - od 54 
Transportation - - 64 

Labor . 96 | 

General and community development. - 19 

Other costs. --.-- iitcuibusicuhbn i ; g 8 26 | 


WSS hii ccetiaee Sti cecneta ‘ sates Sack 1, 344 | 1, 417 | l, 





1 Adjustments in obligations subsequent to close of fiscal year are not distributed 
field of activity. 


V. United States and IBRD capital: 


{In millions of dollars] 


Calendar years 


1951 


| 1952 | 1953 


———___- amas 


Export-Import Bank disbursements , seh al ) 3 40 | 
IBRD disbursements 7 ; Dae 14 17 
United States private investment (net): | 
New direct investment Bd pate onto 25 | | 24; —10 
Reinvested subsidiary earnings : ; | 33 29 
Book value of United States private direct investment- | 471 490 
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ExHIBIt B 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, 
WASHINGTON, D. C. 


Lending operations to date in Mexico 


{Expressed in United States dollars] 


Borrower Date Purpose Amount 


Mexico (guarantor) Financiera and Electric power development |} $24, 100,000 
Commission. 

Mexico (guarantor) Federal Electricity 1 Electric power development (re- | 10, 000, 000 
Commission and Nacional Financiera. funded by Merlight). 

Mexico (guarantor) Mexican Light & Apr. 28,1950 | Electric power development 26, 600, 000 
Power Co. Ltd. 

Mexico (guarantor) Consortium of 8 . 18,1950 | Foreign exchange for small private 10, 000, 000 
Mexican commercial banks and enterprises. | 
Nacional Financiera 

Mexico (guarantor) Federal Electricity | Jan. 11,195 Electric power development 
Commission and Nacional Finan- 
ciera. 

Mexico (guarantor) Pacific R. R_.__- -_ tailway i on and mod- 61, 000, 000 


EXHIBIT C 


OFFICE: OF TECHNICAL COOPERATION OF THE INTERNATIONAL COOPERATION 
ADMINISTRATION, THE INSTITUTE OF INTER-AMERICAN AFFAIRS 


American Embassy, Mexico City 1, Mexico, October 1955 


INDEX 


Section . Problems of economic development. 

Section . Financial history of program. 

Section . Current United States program and projects. 

Section . List of major technical assistance projects. 

Section . Trainees to United States and other countries 
Section . Private contracts. 

Section . Organization for technical cooperation. 

Section . Efforts of local government in economic development. 
Section . Other aid programs in Mexico. 


I. PROBLEMS OF EcONOMIC DEVELOPMENT 


Mexico is undertaking projects and making progress in practically all areas 
necessary to balanced economic development. The emphasis has been greatest 
upon increasing manufacturing capacity. The limitations on industrial expan- 
sion probably still lies largely outside the industrial area. The fact that 
significant numbers of the population are underemployed in rural areas is the 
result of a number of factors including insufficient health and education facilities, 
and transportation facilities. These people are for the most part outside the 
market for industrial goods and thereby limit industrial expansion. What is 
required is that their agricultural output be increased, well above subsistence 
farming levels through improved techniques, (with financial facilities available 
to permit of their use), that farm to market roads be available for a two-way 
flow of goods, that training and education facilities be adequate to enable surplus 
rural population to be employed in manufacturing activity (perhaps located in 
rural areas). 

The government will have to continue and expand its supporting programs in 
land reclamation and conservation, reforestation, agricultural credit as well as 
health and education (including vocational) for the private agriculture sector 
to continue its improvement. 

The industrial sector, like agriculture, obviously has need of healthier, better 
trained workers. It also requires supporting transportation and public utility 
facilities. A continual flow of specific technical knowledge and information 
on organizational procedures is also essential to industrial progress. One 
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problem has been the failure of potential domestic investment funds to be 
channeled into productive investment. Capital market facilities are not highly 
developed. It is difficult for other than the large self-financing investors to 
obtain sufficient funds for new enterprise. In addition there has been some 
lack of confidence by Mexican investors in productive investments. They have 
preferred real estate or the holding of fairly liquid assets. This latter, of 
course, in a country of complete convertibility poses a constant threat on central 
bank reserves. Institutional arrangements made and other measure taken to 
attract the Mexican investor would also have its effects on the small United 
States and other foreign investors. It might also decrease the need of direct 
government activity in the manufacturing field. 

The minerals industries have not shared in Mexico’s economic growth in recent 
years, though their products are an important source of dollar earnings. Again 
improved techniques and more skilled personnel could aid operations. Tax 
policies of the Government also have a restrictive effect on minerals output. 
The provision of more adequate Mexican government services such as ore- 
testing and geologic-mapping would improve operations in this industry. Better 
transportation facilities are also needed. 

Mexico has no single agency charged with the responsibility for overall pro- 
graming or in fact even reporting on economic development. As many Mexi- 
cans agree, considerable improvement could be made in the quality of Mexican 
statistics. The budget process could also be improved to give a better picture 
of development progress. Other fiscal improvements could be made including 
tax policies. 

Fortunately Mexico has had reasonable monetary stability and seems to have 
fully adjusted to the new dollar-peso rate. Though there is still a need for in- 
numerable dollar items, the pressure on the balance of payments has not been 
too great. Mexico is a relatively diversified economy not dependent on a few 
exports. Also tourist expenditures have helped raise dollar earnings. Mexico 
also has considerable import restrictions designed to conserve foreign exchange 
und to assist local industry. 
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Statement of personnel, showing bodies on board as at June 30 and Dee. 
each year from 1949 through 1955 


31, for 


Administrative 


*rogral 
Program funds 


Total staff 


lA i 
; | Ameri- 
Ameri can, 


van, paid 
: diveet | other 
| agencies 


Ameri- | Local, 
can, paid 
contract; direct 


Ameri- J i- 
A i Local Ameri- | 


can can Local 


June 30, 1949. 

Dec. 31, 1949....- 

June 30, 1950 

Dec. 31, 1950 

June 30, 1951 

Dee. 31, 1951__- 

June 30, 1952 

Dee. 31, 1952_- 

June 30, 1953 . 

Dee. 31, 1953... 

June 30, 1954. 

Dec. 31, 1954.-.-- 

June 30, 1955 | 

Proposed staffing for fiscal 
year 1956, including short- 
term consultants on 8 man- 
year basis 


gogo oj oJ 
| 
| 


sIsastsis 


—~aoAewnanwa & 


Sue WO OoOahe aw 


1 
uoeaocon+ 
oN 
t 
Se DO 


III. 1956 ProGRam 


Fiscal year 1956 blueprint projects 


USOM-Mexico 


Con- 

tract 

serv- 
ices 


Com- 
modi- 
ties 


United 
States 

techni- 
cians 


Other 


-roject title . -artici- 
Project tith Summary | Partici 


PPA/S 


AGRICULTURE AND NATURAL 
RESOURCES 


23-11-022 
23-13-0026 
23-19-117 


23-21-013 
23-21-014 
23-23-116 
23-29-900 
23-28-914 


23- 29-918 


23-29-919 | 
23-29-920 | 


23-49-119 | 


——_ program with Antonio 

arro (Texas A. & M. contract) - -- 

National University School of Vet- 
erinary Medicine------- 

Agricul tural- training ‘support 


INDUSTRY AND MINING 


Minerals-technology 
(Bureau of Mines) -- 
Industry and mining (U. 

cal Survey) : 
Industrial-research progr: am 
IMIT (Armor contract) -- 
Industrial productivity center __-- 
Training teams 
Administration 
Training courses 
Technical equipment 
terials 
Pilot-plant studies 
Technical services 
Industrial relations 
All other industry training 


. Geologi- 


and ma- 


Total 


Labor 


cooperation 


with 


37, 000 145, 000 
20, 000 
67, 000 


124, 000 145, 000 


50, 000 
, 000 


, 000 
, 000 
, 000 
), 350 
3, 150 


, 000 
, 000 
, 700 

7, 800 
, 000 0, 000 

52, 000 , 000 


509, 000 30, 000 


122, 000 


, 000 
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Fiscal year 1956 blueprint ee continued 


USOM-Mexico 


T oF Con- Com 
— tract —; 
Unitec - | 
Project title | Summary | Partiel- Pane serv- = 
. “Ty! pants | techni- | ‘Ss 
| cians 
' 


PPA/S | | 


HEALTH AND SANITATION 


23-59-900 | Ministry of Public Health coopera- 

tive program =e 125, 000 |... 2 
23-59-906 | Administration __--- oe 63, 000 24, 000 
23-54-907 | Health education ates 30, 000 ! 25, 000 
23-52-908 | Environmental sanitation 36, 000 | 15, 000 | 21,000 
23-—54-909 Nursing service and nursing 

education a nibs: 48,000 | 15,000 33, 000 

23-53-910 Rehabilitation = 30,000 | 5,000 | 25,000 | 
23-51-911 Malaria eradication evaluation __.| 14, 000 ee 
23-59-912 adi ncndhvnsesccunctanst 17, 670 5,500 | 12, 170° 


Total 363, 670 | 69, 590 140, 170° 


23-52-005 Sanitary engineering consulta- | 
| tion to Ministry of Hydraulic | 
Resources - . - veswwrenas wna ‘ ‘ 4 13, 000 


EDUCATION 


23-68-030 | Survey of manpower needs and train- | 
ing reserves (Columbia teachers | 
contract) 4 , 10, 000 » 50, 000 |_- 

23-61-027 | Training center for operators and | | 

| _ mechanics (Michigan contract) 4,000 | 4,000 

23-65-124 | Redirection of secondary education, | | | 

| Coahuila 7,000 | 13,000 | 34, 000 

23-69-130 | Redirection of secondary and higher | 
education, Veracruz 79, 170 5,500 | 17,670 

23-61-029 | Monterrey Institute of Technology 6, 000 6,000 |_. 

23-66-125 University of Nuevo Leon ........-.-- 7, 000 

23-69-121 | Education training support - - oa 20, 000 


ive wiabedsdenantecncéecenl acne 





PUBLIC ADMINISTRATION + 

23-77-126 | Instruction of Public Administration | 33, 000 13, 900 |__. os ates 20, 000 
23-79-122 | Public administration support | 20,000 | 20,000 |__. ; wot ia 
23-75-129 | Monetary studies 49,480 | 7,000 | 30, itediaalenieels 12, 360 
23-79-033 | Public Administration: Fire protee- | | 
tion consultant : aa Dn tere ; amiaciit 





Total.... “ anim Wes st i 1083, 980 | 40, 000 | 31, 620 -+-----~|-- - 32, 360 


GENERAL AND MISCELLANEOUS | | 


23-99-128 | Anthropology Rte BR iain Satie RA Cocaine sanieal. Dae 
23-99-131 | Area development, Jalisco z 69, 310 5, 500 7,810 nd -| 56,000 
23-92-123 | Mass communications (audio- visual) - 35,540 | 10,000 8, 500 sal 5, 000 | 12, 040 
23-98-130 | All other training. .__-- all 10,000 | 10,000 | 





PE. 3 a, acjhiieetiieain’s 127, 285 25, 500 27, 74! 69, 040 


23-99-000 | Technical support... bs 122, 300 ’ | "83, 400 | 
Grand total a1 111, 853, 405 | 597, 500 | 525, 605 {225,000 | 40,000 | 290, 300 


1 Includes $50,000 grant to industrial productivity center and $125,000 grant to cooperative service health 
program. 


IV. Mason TECHNICAL ASSISTANCE PROJECTS 


Projects now in operation 


(1) Agricultural program with Antonio Narro: A program of agricultural 
research, training, education, and research with cooperation being provided by 
Texus A. & M. to the Antonio Narro Agricultural College in Saltillo. 

(2) Minerals technology cooperation: A program of cooperation by the Bu- 
reau of Mines for developing minerals services such as ore testing for Mexican 
mining concerns. 
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(3) Geological services: A program of cooperation by the United States Geo- 
logical Survey for developing geological services such as geologic mapping neces- 
sary to Mexican mineral exploitation. 

(4) Industrial productivity center: A program of making available to Mexican 
industry the techniques of improved management organization and production. 

(5) Industrial research pilot plant studies: Cooperation provided by Armour 
Research Foundation in the pilot plant projects of the industrial research insti- 
tute of the Bank of Mexico. 

(6) Program with Ministry of Public Health: Technical cooperation in the 
building of public health services in the fields of sanitation, nursing, rehabilita- 
tion, health education, and malaria eradication. 

(7) Survey of manpower needs and resources: Cooperation provided by 
Columbia Teachers College in a survey of technical and professional manpower 
needs and the facilities available to satisfy these needs. 

(8) Training center for operators and mechanics: Cooperation provided by 
University of Michigan in the establishment of a training center for the operators 
and mechanics of transportation, construction, and agricultural machinery. 
Projects anticipated for 1956 

(9) Area development: A cooperative program of planning total resource use 
by all interested parties at the regional level. Anticipated for Jalisco, Veracruz, 
and desert north regions (Antonio Narro project is a first step). 

(10) Monetary studies: A cooperative program of research, training, and 
information dissemination with the Centro de Estudios Monetarios, an organi- 
zation of nine Latin American central banks. 


V. Number of trainees sent by ICA from Mezico to United States 


1952 1953 1954 1955 


Agriculture ‘ ; : : ' 2K 
Industry and minin gs 
lransportation-_ ._- 

RS 5 sind : : 
Health and sanitation - - 
Education ; 

Public administration 
Social welfare and housing ‘ i 4 = * i ne a a 
Miscellaneous. __-...--- ; 2 | 2 : 2 18 


— oO or eS to 


5 
13 
20 


13 


Total number of trainees _ - - i lites 63 55 | 120 254 225 
Total dollars ; , ‘ y 160, 500 139, 000 338, 400 459, 300 597, 500 


eee 
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TECHNICAL ASSISTANCE IN LATIN AMERICA 
VII. ORGANIZATION FOR TECHNICAL AND OTHER Economic AIp 
GENERAL 


The International Cooperation Administration (Institute of Inter-American 
\ffairs) program in Mexico consists solely of technical cooperation as reflected in 
the title of the mission office of technical cooperation. Direct channels of com- 
munication to ICA/W are preserved, although the Mexican mission is under the 
policy guidance of the Ambassador. In fact, the mission director attends weekly 
staff meetings conducted by the Minister-counselor and discuss with him, as 
the need arises, program planning, and operations. 


PROGRAM FORMULATION 


Although informal] liaison is maintained at all times, the annual program sub- 
mission is reviewed by the Minister-counselor and at his discretion by the eco- 
nomie counselor. 

Within overall policies of the Ambassador, program formulation is responsi- 
bility of the mission director. 


PROGRAM SUBMISSION 


Annual program is submitted to ICA/W by the mission director. Comments 
on the program are submitted by the Embassy to the State Department. 


PROJECT CLEARANCE 
Program consists of major projects, which thus are reviewed as described 
above. 
Subprojects of health and productivity programs are jointly approved by 
Mexican officials and the mission director, or their designees. 
RELATIONSHIP WITH MEXICAN GOVERNMENT 


No programs can be undertaken without the formal request of the Mexican 
Government. In Mexico this means an exchange of diplomatic notes, signed by 


the Ambassador of course, for the United States and by the Secretary for For- 
eign Relations for the Mexican Government. 

Relationships are maintained, however, with appropriate Ministries, semi- 
governmental institutions (such as the Bank of Mexico), educational institutions, 
State governments, private Mexican organizations (such as the Confederation of 
Industrial Chambers, the Mexican Road Association, etc.), and private Mexican 
and American leaders on program, ongoing and planning. 


VIII. Errorts or LOCAL GOVERNMENT IN ECONOMIC DEVELOPMENT 


Mexico has no economic development corporation or other agency specifically 
charged with the overall promotion of economic development. The Government 
is engaged, however, in a number of activities designed to further economic 
growth. In addition to Government corporations conducting operations in a 
number of fields (petroleum, railroads, for instance) the Government finance 
corporation—Nacional Financiera—makes funds available to public and private 
concerns considered to be acting in the Government’s development interest. At 
the end of 1954 Nacional Financiera had outstanding foreign credits of a total 
of $355,698,000 out of a total of $519,722,000 authorized for this purpose. 

Attached to the President’s office there is a commission on public investment 
which serves in a staff review capacity with the power to approve proposed public 
investments. This is a small organization at present and will need more staff 
to be effective. 

Technical assistance is even less coordinated though interest has recently been 
evoked in a more planned approach (see attached airgram on conversations with 
the Subsecretary of Foreign Relations). Each agency formulates its own re- 
quests for technical assistance with little reference to overall considerations. 
There is a coordinating board for multilateral assistance but it is largely in- 
operative. 

One reason for emphasis of technical assistance program on area development 
programs is the desire for Mexico to utilize United States cooperation in a 
cooperative, planned fashion with full consideration to all parties concerned, 
both public and private. 
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One organization that has shown concern for both overall development and 

the use of technical cooperation is the Bank of Mexico. It does not, however, have 

authority tc coordinate economic development and technical assistance activities 
over the total range of Government operations. 
AuGusT 15, 1955. 

From: USOM Mexico. 

Subject: Conversation with Sr. José Gorostiza, Under Secretary of Foreign 
Relations in the Secretaria de Relaciones 12: 30-1:30, Friday, August 12, 
1955. 

The conference was at Under Secretary Gorostiza’s request contained in his 
letter to Moore dated July 29, 1955. 

Licenciado Gorostiza’s interest was in the march of the Mexico-United States 
technical cooperation program generally. Although Moore mentioned each 
cooperative project several times during the course of the conversation and 
presented printed material successively on all projects with the exception of 
Antonio Narro, the Under Secretary addressed his remarks to the general propo- 
sition of technical cooperation. 

The Under Secretary directed his remarks to the following points: 

1. Technical cooperation provides an important resource for progress of Mexico 
and for the world generally. 

2. Moore as director of the United States program in Mexico must have diffi- 
culty in making up the Mexican program and in being assured that its respective 
parts are assigned national priorities rather than special interests of specifie 
public or private groups. 

3. The total amount of technical assistance coming to Mexico is large includ- 

ing that from the United States Government, from international agencies, and 

from private foundations. Mexico is also giving technical assistance to other 
countries, and this should increase and is increasing. 

4. Mexico is not taking maximum advantage of the technical assistance pro- 
vided. 

5. Mexico should have a central body to coordinate technical assistance in 
order that this important resource should make the greatest contribution to prog- 
ress. This body to coordinate, not to supervise or direct nor to control. 

6. This coordinating body does not exist. It needs to be created. It shall have 
public participation and participation of the private “living forces” of Mexico. 
Public representation should be minimized and private maximized. 

NoTE.—To test conviction Moore mentioned as possible coordination institu- 
tion—the Foreign Office—the Secretaria de Economia—the Bank of Mexico—the 
President’s adviser on the coordination of public investment. The Under Secre- 
tary observed that each was public and therefore inappropriate. 

7. Mexico is studying the constitution and function of the proposed coordinating 
institution. The Under Secretary would appreciate calling on Moore for con- 
sultation during this study. 

Moore: 

8. Gave the Under Secretary a paper proposing evalution of the cooperative 
program in mineral resources development. 

9. Asked consideration of the audiovisual training course proposed for Mexico 
as representing the granting of technical assistance by both Mexico and the 
United States. 

10. Expressed admiration for the Under Secretary’s interest in the genus 
technical cooperation in view of the great demands on his time by other impor- 
tant matters. 

11. Noted the concordance of Mexico’s determination to include the private 
sectors in the coordination process with the expressed aim in the councils of the 
United Nations, the Inter-American States, and of our own Congress that tech- 
nical cooperation be people-to-people in thought and action. 


Ross Moore, Director. 


IX. OrHeER Arp PROGRAMS IN MEXICO 


Technical assistance activities of U. N. and related agencies constitute the 
bulk of multilateral technical assistance programs operating in Mexico. Last 
spring USOM/Mexico established continuing contacts with U. N. representatives 
in Mexico for the purpose of achieving close coordination in program planning 
and operation and to minimize possibilities of overlap. 

Currently operating multilateral technical assistance programs in Mexico, in 
outline, are as follows: 
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UNTA: Ports and shipping: General economic survey. 

ILO: Regional office established in Mexico. In January 1956 will cooperate 
with Mexican Government in establishing an Institute of Labor to train inspec- 
tors for the Labor Department in enforcement of labor laws. 

FAO: Animal production and disease control; research in pulp and cellulose 
at IMIT of Bank of Mexico. 

UNESCO: Applied Science Research Institute, Educational Films Institute; 
Fundamental Education Training Center, CREFAL. 

ICAO: Civil aviation. Regional School for Training Aviation Pilots and 
Mechanics (Centro Internacional de Adiestramiento de Aviacién Civil). 

WHO: Malaria control and Aegypti eradication; basic education in School 
of Nursing of National University; training of hospital supervisors; venereal 
training center; maternal and child health in eight states; public health virus 
lab; integrated health services in one state; school of public health; rabies 
control; school of veterinary medicine; others on a regional basis. 

Rockefeller Foundation: Development of agricultural production through 
research and services to producers; historical research; aid to professional 
writers; grant to Instituto Mexicano Norteamericano de Relaciones Culturales 
de México. 

Center for Latin America Monetary Studies: A training and research organi- 
zation in the field of central banking concerned with economic and monetary 
studies. Sponsored and financed by central banks of Chile, Colombia, Cuba, 
Ecuador, Guatemala, Honduras, Mexico, Nicaragua, and Venezuela. 


EcuaApDor 


(Since the subcommittee made only a brief stop at Guayaquil, 
Ecuador, no formal hearings were possible. The following briefing 
paper covers certain aspects of the technical assistance program as 
described to the subcommittee in informal meetings with United 
States officials.) 


BExuHIpitr A 


TECHNICAL ASSISTANCE PROGRAM IN ECUADOR 


This program is conducted by the United States operations mission (USOM), 
the field operating unit of the International Cooperation Administration. Its 
activities are devoted to technical assistance and conform ,to the principles of 
the United States international policy on technical cooperation. The programs 
promote the economic and social development of the country. They are designed 
to increase the productivity of the greatest number of Ecuadorans and thus 
effect higher living standards within the democratic concept. 

The USOM works closely with the Bcuadoran Ministries, National Planning 
Board, United Nations Organization and other agencies to develop and imple- 
ment a well-integrated and coordinated countrywide program to avoid dupli- 
cation and overlapping of activities. 

Servicios.—The actual USOM operations in Ecuador are largely carried out 
through four “servicios,” viz, agriculture, health and sanitation, education and 
industry, and manual arts. These servicios function as divisions of the respective 
Ecuadoran Ministries but are under the direction and fiscal control of USOM 
personnel. In addition to the servicios, technical assistance is given the national 
planning board, state railroads, civil aviation, postal administration, national 
bank control system, and the national development bank (credit control). 

Counterpart technicians.—Each United States technician is assigned one or 
more competent Ecuadoran Gounterparts. As each counterpart is thoroughly 
trained, he replaces the United States technician, who is then reassigned else- 
where. 

Host government contributions to servicios.—At present host government 
contributions to servicios are paid from general funds of the Ministry of Trea- 
sury. Since such payments are often delayed, the USOM is making arrange- 
ments whereby these contributions will be paid in advance by the Central Bank 
in the same manner as other bilateral foreign obligations, thus eliminating the 
dependence on availability of funds from the Ministry of Treasury. 

Trainees.—Before applicants are accepted for training, they are thoroughly 
screened and steps are taken to assure that their subsequent services will con- 
tribute substantially to the economic development program. 
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Program status.—Tentative programs are planned through fiscal year 1960, 
based on United States and Ecuadoran objectives, sufficiently flexible to allow 
for changes which circumstances may indicate. The average budget figure for 
these proposed programs will be around $2 million for each fiscal year. 

Education Servicio.—Established in 1945. Main activities are: Training of 
school administrators, teacher training and elementary education, through 2 
normal schools, 5 experimental schools, 9 workshops and summer schools. Col- 
laboration with the Ministry of Education in preparation of teaching material, 
also supervision of county school systems (on demonstrational basis) are new 
activities of this servicio. 

Health and Sanitation Servicio.—Fstablished in 1942. The original health 
program embodied three stages: The improvement and construction of curative 
medical facilities (building and improving hospitals, training nurses and labora- 
tory workers, etc.) ; the second, the improvement of environmental health condi- 
tions (antiyaws and antimalaria campaigns, construction of potable water sup- 
plies and sewerage systems) ; and third, concentration upon preventive medicine 
and public health activities (health centers, health education programs, rural 
sanitation programs, ete.). The first stage has been completed, the second 
stage is at the peak of development, and preparations are being made for ex- 
panded operations in the third stage. 

Agriculture Servicio.—kEstablished in 1952. Prior to 1952, an agricultural 
research program was carried on by the Office of Foreign Agricultural Relations 
of the United States Department of Agriculture during a period of 10 years. 
It was not until 1954 that the servicio initiated a real agricultural program 
apart for research. Since that time agricultural development and extension have 
been intensified and now overshadow the research projects. Present projects, 
other than research and extension work in cacao, coffee, bananas, rubber, and 
other products of benefit to the United States economy, comprise livestock, 
machinery pools, vocational agriculture, water development, and a university- 
to-university contract (Idaho). 

Industry and Manual Arts Servicio.—Established in 1954. Since coming into 
existence, this servicio has concentrated on the following activities: (1) De- 
velopment and expansion of manual arts, (2) technical assistance in the develop- 
ment of new industries and expansion industries, (3) studies have been made 
and arrangements are underway to provide short-term technicians for research 


in industry and mining potentialities, and (4) contact clearinghouse service and 
technical inquiries service are ready to be initiated. 
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Exuisit 2 


MUTUAL SECURITY AGENCY, 
September 30, 1953 


Sent to: All FOA missions MUSTO CIRCM 23, TECTO CIRC 57. 
Reference: MUSTO C A-22, MUSO C-15 (TECTO C-41). 

Supplementing MUSTO Circular A-22 of August 15, 1953, and MUSTO CIRC 
15 (TtCTO CIRC 41) August 31, 1953, reorganization of Foreign Operations to 
implement President Eisenhowers’s Reorganization Plan No. 7 and to fulfill 
decisions of Congress will take effect October 1, 1953. 

On October 1, a combined United States Foreign Operations organization on 
regional basis paralleling regional organization of State Department will be estab- 
lished at Washington. All missions will become United States operations mis 
sion and will report through regional directors in Washington. Designation ot! 
missions will be United States operations mission to country. Emphasis will be 
upon conduct of a United States program, integrated and coordinated, on behal! 
of entire government and nation, rather than any segmental approach. It is not 
intended that United States operations mission will duplicate any functions or 
skills being performed by representatives other United States agencies in coun 
try. In fact, achievement of the United States FOA objectives in the country re- 
quire concerted action on part of representatives of several United States agencies 
It is in this context that we visualize the organizational structure outlined in 
MUSTO CIRC 15. Cable traffic will be USFOTO for the country missions and 
TOUSFO for FOA in Washington. All USOM will prepare appropriate station: 
utilizing new United States shield clasped hands symbol, cuts for which 
forwarded. 

Entire United States FOA will take guidance in foreign policy from SECSTA 
and in countries from United States Ambassadors, and will endeavor to 
plement faithfully and effectively United States foreign policy. SECDEF, > 
retary of Treasury, and Director of Budget Bureau will provide policy guidance 
in defense, monetary and budget matters respectively. 

Objectives of all United States operations missions flow from basic concepts 
emphasized by President Eisenhower. 

1. Best prospects for future peace will be realized from combination of military 
strength, economic health, social progress, and political wisdom of free nations 
of world. 

2. Effective military strength can be maintained for long period only on sound 
economic base with expanding production, increased trade, financial stability 
and able political leadership. 

3. True social progress likewise requires sound e nomic base with ey pandiz 
production, increased trade, and financial stability plus increasing enjoy) 
of individual freedom. 

4. Long-term security and future economic health of United States and 
other free and non-Communist nations are inseparable. 

All United States operations missions will have ever in mind not only economi 
health, military strength, social progress, and financial stability of cou 
which accredited, and of United States, but also of other free countrie 
whole. 

Specifically, all missions will be guided by these operating policies 
appropriate to country concerned : 

1. Attain essential results with minimum use of United States dollars 
heavy total requirements on worldwide basis and develop understanding 
ticipating country of importance of United States long-term financial] stal 
to their own future interests, and to their freedom and securit) 

2. Maximize a people-to-people relationship parallel to the government-to-gov 
ernment relationship, utilizing to increased degree broad contracts with United 
States colleges and universities, and expanding support for voluntary nongovern 
mental organiZations. 

3. Foster increased private investment for developmental purposes of both 
internal and external capital on basis which includes fair treatment and good 
earnings for labor and favorable lasting relationships to the people 

4. Facilitate expanded trade between free nations on a sound economic and 
financial basis. 

5. Be alert to steps needed to bring about maximum feasible participation in 
combined effective military strength of free nations including support for direct 
military forces and strategic facilities. and encouragement of the production of 
important raw materials 


being 
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6. See to it that some portion of United States assistance is of such nature 
as to be directly understood and felt by people of country as well as by govern- 
ment, including some immediate demonstration projects along with long-term 
development programs. 

7. Avoid concentration in country capital and decentralize to increase direct 
contact with people and problems of major areas of country. 

S. Within capacities of the economies to maintain essential financial stability, 
urge improved living standards for the working people through better wages 
as a parallel to increasing production and productivity and strive continually 
for improved mass distribution of necessities of life. 

9. Encourage exchange of students and teachers, tourists and technicians, 
not only with the United States but also between other free nations. 

10. Participate in country team effort to induce continuous supervision and 
control of East-West trade, through trade analysis, promotion of decreasing 
reliance, and compliance and enforcement activities, in effort to reduce the 
capacity for aggression of Soviet Union and secure a net advantage to free- 
world countries. 

A fundamental approach of new organization is decentralization of respon- 
sibility and authoriy, placing increased reliance on judgment, initiative, and 
effectiveness of country mission functioning under country Director and under 
United States team leadership of Ambassador, decreasing Washington super- 
vision over detail, accelerating Washington action on country matters, and com- 
municating to entire organization the current objectives, problems, and guide 
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lines. 


Code room: Send to following miss.ons : 


as MUSTO C-.--. 
AMEMBASSY ANKARA 
AMEMBASSY ATHENS 
AMEMBASSY BANGKOK 
AMEMBASSY BELGRADE 
HICOG BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY COPENHAGEN 
AMEMBASSY LISBON 
AMEMBASSY LONDON 
AMEMBASSY MADRID 
AMEMBASSY MANILA 
AMEMBASSY OSLO 
AMEMBASSY PARIS 
AMLEGATION REYKJAVIK 
AMEMBASSY ROME 
AMEMBASSY SAIGON 
AMEMBASSY TAIPEI 
AMEMBASSY THE HAGUE 
AMEMBASSY VIENNA 


Report information: AMEMBASSY 


PARIS USRO 
As TECTO C 


AMEMBASSY AMMAN 
AMEMBASSY ADDIS ABABA 
AMEMBASSY BAGHDAD 
AMEMBASSY BEIRUT 
AMEMBASSY CAIRO 
AMEMBASSY DJAKARTA 
AMEMBASSY JIDDA 


as TECTO 


AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 


STASSEN. 


C . Continued 
KABUL 
MONROVIA 
NEW DELHI 
RANGOON 
TEL AVIV 
TEHRAN 


AMLEGATION TRIPOLI 


AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 
AMEMBASSY 


ASUNCION 
BOGOTA 
CIUDAD TRUJILLO 
KARACHI 
LaPAZ 

LIMA 
MANAGUA 
MEXICO 
PANAMA 
PORT-AU-PRINCE 
QUITO 

RIO de JANEIRO 
SAN JOSE 
SANTIAGO 

SAN SALVADOR 
TEGUCIGALPA 
GUATEMALA 
HABANA 
MONTEVIDEO 
KATMANDU 
ASMARA 
CARACAS 
DAMASCUS 
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EXHIBIT 3 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington D. C., December 2, 1955 
Mr. MAURICE J. MOUNTAIN, 
International Operations Subcommittee, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Mountain: Attached, per your verbal request, is a table showing 
United States obligations for Technical Cooperation for fiscal year 1954 and 
fiscal year 1955, together with host country contributions. You will note that 
about three-fourths of these contributions are in cash, the other one-fourth 
in kind consisting mainly of the following: 

(a) Value of services of personnel working directly with United States tech- 
nicians on a joint project. 

(b) Rental value of real property while utilized for the purposes of a joint 
project. 

(c) Market value of equipment and supplies used in development of a joint 


project. 

(d@) Value of transportation and communification facilities supplied to a 
joint project. 

(e) Amount of duties waived on goods imported for a joint project when 
the duty would be collectible if the host government were importing the goods 
for purposes other than the joint project. 

Sincerely yours, 
J. E. Murpuy, Controller. 


Technical cooperation, Latin America and OTS—Program obligations and host 
country contributions * 


{In thousands of dollars] 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Country United | Host United | Host | United Host 
States } country States country States country 
program | contribu- program | contribu- | program contribu- 
obligations} tions (| obligations! tions obligations tions 
i eciteeiitaceiieatliniiichat edinaiias pica eateiepignel 
Bolivia ig $1, 287 | $1, 838 $3, 060 $1, 580 $2, 568 | $5, 217 
Brazil 2, 967 | 13, 620 2, 266 | 24, 436 2, 780 26, 995 
Chile j 1, 180 | 2,815 , 410 2, 547 2,045 
Colombia 870 | 3, 116 , 186 | 2, 567 1, 307 
Costa Riea obi 734 , 062 | 738 , 058 R98 | 
Cuba 202 | 100 158 360 498 
Dominican Republic 268 149 167 149 318 
Ecuador i , 046 | 2, 690 ,3ll , 127 , 328 
E] Salvador : 628 | . 134 514 , 541 848 
Guatemala ke 206 612 187 935 
Haiti 545 | 895 997 907 
Honduras 629 , IRB , 077 . 368 
Mexico 626 702 , 044 , lll 
Nicaragua 572 976 506 084 
Panama 657 | , 553 1,111 473 
Paraguay , 031 | , 008 , 199 , 831 
Peru , 624 2, 2, 408 27) 
Uruguay --_-- 132 | 518 144 222 
Venezuela 100 7 111 971 
Overseas territories 36 j 022 154 
Regional projects 1,003 , 113 


ees 16, 343 38, 22, 029 44, 692 | 27 


i Host country contributions consist of about 75 percent cash and 25 percent in-kind. 
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Contributions from host countries to technical cooperation programs in the Latin 
American region 


{In thousands of United States dollars] 


Fiscal year 1954 Fiscal year 1955! Fiscal year 1956 ! 
Country In woods ! In goods In goods | 
In cash and Total | In cash | and Total In cash and Total 
services | services | | services 
| 
| 


SA | 
te 


ho Coe 


Bolivia. ___ $1, 082. ! $497.6 |$1, 580.1 |$1, 864. : $209.9 |$2, 074.1 |$2,354.9 | $300 
Brazil 20, 833. 2 3,603.1 24, 436.3 |20, 13, 617. 34, 120.0 |23, 236.7 | 16, 234 
Chile 2, 534. ¢ 12 2, 547. 2, 324. £ 2, 324.5 | 2,975.7 | 59 
Colombia. _-- 2, 21: 354 2, 566.8 | 2, s 113.0 | 2,680.0 | 2, 684. ¢ 1, 053. 
Costa Rica ‘ 3. 85 , 058. 4 | : 90.6 | 1,576.8 | 1,391.6 533 
Cuba... E 300. 360 See 1, 900. 1, 900.0 |__- 2, 631. ¢ 
Dominican | 

public 99. : 149. 2 25 112 362.0 277.8 170 
Ecuador , 10! 20. § , 126.6 | j 191. ¢ 992. 9 892. 7 247 
E! Salvador.._. 225 , 315.8 , 540 446 5 672. 5 466.0 | 252. 
Guatemala. -- 762. 73 935 : | 200.0] 275.0 | 50 
Haiti : 831. 6 75.7 907.3 | 47. 26 | 1,008. 6 993. 6 303 
Honduras... 1, 184. 184 , 368 452. 5 35 787. £ 475.8 | 377. 
MCHC: cccccn| SBT. 553. ! , 110 : : 1, 145 , 386. ! 1, 119 
Nicaragua 566. ; 517 ,084.0 | 842.5 544.5 | 1,386.7 | 1,122 528. § 
Panama | 310 163. : 473.3 ‘ 2 | 22 A, SST 429.9 | 907. ¢ 


ton bow 


on bo OO ce 


Paraguay , 300 531 | 1,831 | 2, 765.9 | 50S. 3, 273 , 660.5 | 1, 493. ¢ 
Peru 143 128 271 1,747.5 | 2,3 3, 988 , 986. ¢ 2, 483 
Uruguay ___.- 159. ¢ 62. f 221. 325 3: | 357.0); 406.¢ 94, 
Venezuela ‘ 959 ¢ 970 ,1ll 1,111.0 949 , 
DOTS .. 148. 4 | 154. : 45 45.0 113 1, 150 


orn Go me Oe AI 


Total_. 35, 938. , 753.9 |44, 692.3 (39, 369.4 | 21, 755.1 |61, 124.5 |43, 000.0 | 30, 000. 


1 Figures for fiscal year 1955 and fiscal year 1956 are estimates. 


Note.—Local currencies converted to dollars, for fiseal year 1954, on the basis of their par values as listed 
by International Monetary Fund (International Financial Statistics, vol. I[I, No. 4, April 1955), except 
that Peruvian and Uruguayan currencies for which no par value is listed, were converted, respectively, 
at the free rate and at the oflicial basic selling rate. 


EXHIBIT 4 
SEPTEMBER 21, 1955. 
To: Program Committee Members, O/LA. 
I’'rom: E. A. Duerst, LA/P 
Subject : Reconmended exchange rates for use in estimating host country contri 
butions for documentation. 
THE PROBLEM 


Which of several exchange rates should be used to measure host country cop 
tributions to jointly sponsored programs in Latin America? 

It is clear that with so many countries, and with complex patterns of currency 
controls in use in several of them, no simple basis can be found. However, Mr. 
Howell, Acting Controller, recommends that a rate be used which reflects the rate 
which is applied to a major portion of each country’s international trade. In one 
or two countries, this rate might be one that resulted from a few or even a single 
major export. In any case, this rate which appears to represent the “major 
portion of transactions in international trade” is shown in the table on the at- 
tached sheet under the heading “Principal buying rate.’ Several important 
variations are covered in the explanatory footnotes. It may be expected that 
exchange rates will vary from year to year and will reflect, to a reasonable degree, 
actual rates used in trade. 

It can be observed that, except in four instances, the rates employed in the 
field (col. III) in connection with program estimates and blueprint documenta- 
tion are either identical to or closely approximate the one most frequently used in 
international trade transactions and thus coincide with the “Recommended rate” 
shown in column V. 

It is suggested that the rates set out in column V be used in all program sub- 
mission and program approval documents. It should be understood that, while 
these suggested rates are used as a common basis for “estimating a host country’s 
contribution,” we are inclined to feel that where such rates deviate from more 
advantageous rates which it is possible to receive in cases where we inject cur- 
rencies into a host country, the use of the suggested rate should in no way be con- 
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sidered to affect the right of the agency to obtain, continue to make use of, or to 
accept the “most favorable rate of exchange obtainable” which is frequently 
stated in the bilateral agreements. 


Exchange rates for United States dollars 


{In units of national currency per United States dollar 


‘otal Rate presently | Principal buy- 
Currency used by USOM| ing rate (used | Recommended 
— unit on 1956 work- for most rate 2 
sheet CSDA’s exports 
654. 
, 479. § II III 
034. § 
738 
, 924 COUNTRY 
, 631. § Bolivia__- sSolivian 190 ( 190. O 
Brazil iro 2( 3 37 37. OF 
448. 6 Chile___- 200. 0 2 200. 00 
139. § Colombia do 2.5 2. 50 
718. Cesta Rica. f 5. 60 
325 Cuba SO 1. 00 
, 297. | Dominican Republic- di ! 1. Of 
853. ! Ecuador ; Sucre 5.15 g 15. 15 
, 425. 3 E] Salvador ill Colon 5 { 2. 50 
651. Guatemala. Quetzal 1.00 
337.3 Haiti-__- a a ; Gourde 5. O 5.00 
153 Henduras Lempira : 2. 00 
470 Mexic» Ss 2. 2 12. 50 
500 Nicaragua. -- ‘ordobs 00 7 7 Of 
949. ¢ Panama... Ball ; 1.00 1.00 
, 263 Paraguay larani 7 7 39 39. 00 
7 Peru i 15. 00 ’ 19. Of 
, 000. 0 Uruguay eso 3.0 ; 1. 504 
Venezuela-- 0 3.3 3. 32 3. 33 


OVERSEAS TERRITORIES 


Netherlands: Surinam 

United Kingdom: 
Barbadrs 
British Guiana 
Leeward Islands 
Windward Islands 
British Honduras 
Jamaica 


Co mands) 
e 


! Source: International Financial Stati 
2 Use of this rate is based on major | 
3 This rate is applied to coffee expor 
4 The principal sell g rate was 15.15; the fre 
6 The principal selling rate was 2.51 as of Jul 
5 The principal selling rate was 7.05 as of July 
cop 7 This represent s the rate applied to cotton expx 
§ The rate is applied to United States dollar 
Pney the free rate was 19.09 as of July 9, 1955. ; 
IC! § This rate is applied to all exports other than petroleun 
Mr. rate applied to imports was 3.35 as of July 15, 195 
rate 10 Par values have been substituted because of uent quotatior dollar rat nd becaus¢ 
one relative stability of these currencies. 
ngle 
ajor 
> at- 
tant 
that 
zree, 


the 
onta- 
«din 
ate” 


sub- 
vhile 
try’s 
nore 
cur- 
con- 
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EXHIBIT 5 


DEPARTMENT OF STATE, 
Washington, February 6, 1956. 
Mr. MAuRICcE J. MOUNTAIN, 
International Operations Subcommittee, Government Operations Committee, 
House Office Building, Washington, D. C. 
DEAR Mr. MountvaAIN: In accordance with your request, exchange-rate data is 
furnished below for certain countries in South and Central America for the fiscal 
year 1955 and the first 6 months of the fiscal year 1956: 


1. FISCAL YEAR 1955 


Average rate for- 


Annual ra 
average | 
| 


Country 


2, 000. 00 
73. 00 
360. 00 | 
2. 66 | 
17. 40 | 
1. 00 | 


| 
| 


12. 50 | 


Bolivia 

a 
Chile 
Colombia 
Ecuador 
Guatemala 


July 1954 June 1955 


1, 435. 00 
59. 00 
325. 00 
2. 50 

17. 30 17. 50 

1. 00 1.00 


2, 835. 00 
80. 00 
525. 00 
4.00 


19. 35 | 
3. 20 


2. FISCAL YEAR 1956 


12. 50 | 1 
19. 40 | 1 
3.15 | : 





| Average rate for— 


(mente ==" Tt 


. ; 
Country average 


December 


July 1955 1955 





i 


2, 895. 00 
75. 00 
575. 00 
4.10 

17. 50 
1.00 

12. 50 

19. 30 

3. 30 


Gas 
gezszeess 


~ 
PON ENPo 


— 


| 





The rates shown above that are used by the Department for the procurement of 
foreign currency for the payment of United States expenses are legal free market 
rates that are generally more favorable to the United States Government than the 
official rates of these countries. 

The information has been compiled to show the average rate of exchange for 
each period and the average rate for 2 months within each period to give you an 
idea of the range during the period. 

In the event the above does not fully cover your needs; please call me on 
code 151, extension 5559 and I will provide additional data required. 

Very truly yours, 
J. B. SPROLEs, 
Special Assistant to the Director, Office of Finance. 


EXxHIsItT 6 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D. C., August 15, 1955. 

Memorandum for: Mr. Walton Woods, International Operations Subcommittee, 

room 454, House Office Building, Washington, D. C 
Subject: Counterpart and sales proceeds, Latin America. 

Pursuant to our telephone conversation of August 10, 1955, there is given below 
information on local currency generated through commodities furnished under 
programs in Guatemala and Bolivia. 
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To Guatemala there is being furnished under the fiscal year 1955 program 30,- 
000 tons of corn under the provisions of title II of Public Law 480. Net proceeds 
of this program are estimated at 1.3 million Guatemalan quetzales which it is 
expected will be used for projects in the fields of transportation and agriculture. 

Data concerning the programs in Bolivia are as follows: 


FISCAL YEAR 1954 PROGRAM 


Mutual security program funds: Emergency assistance $4.4 million. 

Surplus commodities: Public Law 216 famine relief $8 million. 

Commodities furnished and generating local currency: 72,000 tons wheat and 
wheat flour ; also some lard and cottonseed oil. This includes $8 million of wheat 
under Public Law 216, Famine Relief Act of 1953 

Sales proceeds or advances deposited through June 30, 1955, totaled 2,766,- 
658,000 bolivianos, distributed as follows: 


United States portion 

Local costs of distribution 

Available for Bolivian use 2, 645, 199 
Approved withdrawals through June 30, 1955, totaled 2,070 million bolivianos, 

distributed as follows: 


Agriculture and natural resources ‘ 1, 133, 000 
Transportation 585, 000 
Health and sanitation 67, 000 
Education 150, 000 
Miscellaneous 135, 000 


FISCAL YEAR 1955 PROGRAM 


Mutual security funds: Development assistance $10.3 million. 
Surplus commodities: Public Law 480, title II, $9.9 million. 


Commodities furnished and generating local currency 





| 

Value 

| Metrictons | (dollars in 
thousands) 


$6, 400 

1, 365 

2, 500 

Cottonseed oil | a 928 
Rice_- : 800 
Dried milk (2,200,000 pounds) -._.-.......-.-.---- gusdfaeiireaavew asta | ; 388 


hos ann cienicrrenncnisnnenienlbiiittin cv eenencdtpeeael | 12,381 


These include $2,133,000 of wheat, lard, and cottonseed oil furnished under 
section 402 of the Mutual Security Act of 1954. 

It is estimated that local currency generation will total about 2,500 million 
bolivianos. 

Sales proceeds or advances deposited through June 30, 1955, totaled 737 million 
bolivianos less 43 million transportation and handling costs, or 694 million 
bolivianos. These funds will be used under the United States-Bolivia Economic 
Assistance Agreement of November 6, 1953, for programs to increase food produc- 
tion and for such other programs as may be agreed upon between the two Govern- 
ments. 

Sincerely yours, 
J. CARNEY HOWELL, 
Director, Budget Division. 
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TECHNICAL ASSISTANCE IN LATIN AMERICA 685 


EXHIBIT 8 


Annual leave lost at close of 1954 leave year by employees at certain posts in 
Latin America 


Number of Number of 
employees at employees who 
post lost leave 


Total hours of 
leave lost 


Bogota ‘ 
Buenos Aires 
Guatemala 

La Paz 

Lima_-.-.-.- 
Mexico, D. F_- 
Montevideo -. 
Port-of-Spain - - - 
Quito 

Rio de Janeiro _. 
Santiago... 
Séo Paulo 


Total ._ 


EXHIBIT 9 


Fiscal year 1955 tabulation of uncompensated overtime worked at posts visited 
by International Operations Subcommittee 


Hours worked by 
en eee 
Officers Clerks Locals 


Buenos Aires “ 2, 700 1, 350 , 185 | Same as 1955. 

La Paz_.- 3, 480 3, 183 215 | Slightly higher. 
Rio de Janeiro ‘ : 2,686 | 1, 419 | 2, 56 Slightly less. 

Sao Paulo-_--- , 070 114 | ) | Same as 1955. 
Santiago a . ,110 | 674 2, Do. 

Bogota... - at . — 1,004 | 878 Sb 50 percent increase. 
Quito Sac 4, 194 1, 026 3, Higher than 1955. 
Guatemala ; ae 5, 385 1, 035 JE Do. 

Ds nd xaccnn nik iii 4, 888 1, 904 , 06 Slightly higher than 
Panama. -.. ots 2, 100 600 Same as 1955, 
Re os. Ja clo wateceeece re 516 951 Do. 
DROIT ME iaiad cencacnsces 858 | 10 percent increase. 














